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Remember our date— 
right here in Miami Beach, 
November 9th to |3th... 
Don't you all forget... ! 
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Look for the sign of quality 





installa 


4 








in the homes you mortgage 


In the exacting business of mortgage-banking, the most 


significant protection you can give yourself is an 
insistence on top-quality construction and equipment. 


Chances are, where you find one, you find the other. 


That’s why it’s a smart idea to look for the Mueller 
Climatrol trade mark on the heating or cooling 
equipment; either in homes already built or those in 
the blue-print stage. For 96 years Mueller Climatrol 
has been known as the Big Name In Heating — a 
manufacturer who gives the customer top-quality 


heating at an equitable price. 


A nation-wide dealer organization provides 
engineered installation and service; and is backed 
up by the research and engineering laboratories of 


Mueller Climatrol in Milwaukee. 


The Type 116-216 Winter Air Conditioner is an 
up-to-the-minute example of Mueller’s policy of 
designing for customer satisfaction. Only 45” high, 
24," wide, it provides ample Btu output in an 
attractive, compact package. It’s assembled and pre-wired 


at the factory to reduce installation time and costs. 


Add the name of Mueller Climatrol to the list of things 
to look for when you're trying to find evidence of 
quality. And don’t be surprised when you find it 
frequently. Mueller Climatrol manufactures the most 
complete line of heating and cooling equipment in the 


industry. 


=) Mueller Climatrol 


2054K WEST OKLAHOMA AVENUE 
MILWAUKEE 15, WISCONSIN 
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MBA Calendar 


November 9-13, 1953, 40th Annual 
Convention, Miami Beach. 


January, 1954, Senior Executives 
Course, New York University, New 
York. 


February 25-26, 1954, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago. 


April 12-13, 1954, Eastern Mort- 
gage Conference, Commodore Hotel, 
New York. 


A NEW FEATURE 


In this issue members will find a 
new feature to appear regularly. It 
concerns the vital statistics affecting 
our business, such as housing starts, 
FHA and VA volume and the yields 
which other types of investments show 
at the present time. These are the 
statistics which the mortgage man 
ought to see regularly and ought to 
consider carefully because they reflect 
the reasons why his business is like it 
is at any given moment. Each issue 
will contain the latest reading of the 
business barometer as these statistics 
reveal it for us. Familiarity with these 
facts will make it easier for you to 
understand the problems which inves- 
tors face in determining what medium 
gets their investment funds. You'll 
find this new feature on page 11. 


THIS MONTH'S COVER 


The girl isn’t anyone you know. 
She’s just there to remind you of 
something pretty important—your 
MBA Convention date November 9 
to 13 in Miami Beach. All set?— 
hotel reservation made, advance reg- 
istration sent to the national office, 
transportation planned? Well, the 
Convention is two months away so if 
you aren’t all planned, arranged, et 
cetera, better get with it fast. Then 
turn to pages 19 to 26 for more an- 
nouncements of what will be doing in 
Miami Beach, who you'll hear, where 
you will be going and other Conven- 
tion information. 


"WViortgage Banker 


please route to: 
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“We Are 
Pleased to 
Approve 
Rusco Prime 


ll Mdews : 





RUSCO Windows do a COMPLETE Job of Window Protection 

















FOR NEW CONSTRUCTION... FOR IMPROVING 
EXISTING 
BUILDINGS... 
ae Se FULVUE VERTICAL SUDE rey snr 
RUSCO Galvanized Stee] PRIME WINDOWS COMBINATION WINDOWS 
Come factory-painted, fully pre-assembled, ready to install Permanently attached, without alteration to 


existing windows. Completely insulate window 
opening. Reduce moisture and condensation, save 
up to 4 in fuel. 

NOTHING TO CHANGE... NOTHING TO STORE 


@ GLASS @ RUSCO’S FIBERGLAS SCREEN 
@ BUILT-IN WEATHERSTRIPPING @ ATTACHED HARDWARE 





@ INSULATING SASH (optional) @ WOOD or METAL CASING 
PAINTED ALUMINUM AWNINGS ¢ PORCH ENCLOSURES 


All in One Unit! 
For illustrated literature and additional information, write Dept. 6-MO-93 


WINDOWS ¢ COMBINATION DOORS ¢ GLASS JALOUSIES 
THE F.C. RUSSELL COMPANY © Cleveland 1,Qhio © In Canada: Toronto 13, Ontario 
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The Gunnison Coronado—like the other Gunnison Homes—combines handsome appearance, modern design, 
and excellent construction with the economy which is so important to today’s home-buyers. 





Answers to your questions 
on Gunnison Homes 


HESE days more and more bankers are becoming interested in the problem of 
pear well-built, low-cost homes available to the public . . . and more 
mortgagees are becoming aware of the advantages of investing in homes that are 
time-tested products of an established company. Here are some questions fre- 


quently asked: 


Does a Gunnison Home have... 


PORE GOUUENIONE «oho ncict ns sddeccssocesdevens ensbavey Yes 
III 6 5 ccvenmnccdcs nacdan sone dshbanadaeenseiean Yes 
I os. 5 dititoed cde s biainehent aks vie bespanbes beaeien Yes 
Bibeiee Geterlans-aed ee?” 6. ook os osin crc scascsencscccvetipes Yes 
FOOSE i650 sao ee Sve vec cdebectvovinerevsctevens Yes 
Vea RR URGE 26.6 oS cee conse c eves bosipichés casteciosiovesn Yes 
Variations in material specifications? ..............222seeeeeceeeeeeeees No 
Variations im material quality? ...........cccccsccccsccscccccccccscees No 


When you invest money in a Gunnison Home you know ex- 
actly what you're getting—uniformly high-grade materials and 
sound construction. Gunnison Homes are a quality mortgage 
and a standard mortgage in the $6500 to $12,000 range. 


United States Steel Homes, Inc. 
Dept. MB-93 
New Albany, Indiana 


; spate ti, A 
United States Steel Homes, Inc. | 28" 


—--o oF 


Formerly Gunnison Homes. Ine. ORs 0.n's 668 oo runs atibbes cubecdnedendee 
GENERAL OFFICES: NEW ALBANY, INDIANA Company... ....-sseeeeeeeeeceeereeces 
Plants at New Albany, Indiana, and Harrisburg, Pennsylvania as ass ick de dyndaaeaatacinen eked 
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Faster 
Title Guarantee Service 
for your mortgages in 





LLI 


Chicago Title and Trust Company, 





through conveniently located regional offices, 





agents and representatives throughout the state, 
issues Title Guarantee Policies promptly, 


right where the property is located. 








You can protect your Illinois mortgages against title defects 
quickly and easily and confidently . . . with A Title Guarantee 
Policy by Chicago Title and Trust Company. Each policy issued, 
anywhere in Illinois, is backed by 105 years of business experience, 
and an exceptionally strong financial position. 


Our own officers staff the five regional offices listed below. 
These men have the experience and authority to make decisions 
on all matters which come up in their districts. Their sound judg- 
ment and prompt action can often save real estate deals which 
otherwise might fail. 


Reinsurance is also available through local companies in other states 


CHICAGO TITLE ann TRUST COMPANY 


111 W. Washington Street * Chicago 2, Illinois 


11! N. Court Street 409 E. Adams Street 23 W. Main Street 112 Hillsboro Avenue 217 S. Park Street 
Rockford Springfield Danville Edwardsville Decatur 
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TOBAY’S BIGGEST OPPORTUNITY IN THE 


HOME LOAN FIELD... 


Visit National Homes’ New 1954 
“PACEMAKER” Open House 


Nearest You...and Compare! 













More than 50,000 National homes are now 
being lived in . . . a fact which attests the 
public acceptance accorded these wonder- 
ful home values. This acceptance is also 
the reason why National Homes’ new 
‘“‘Pacemakers’”’ afford you today’s best op- 
portunity in sound investments. 


NATION-WIDE SHOWING STARTS OCT. 3rd 


Soon you will have an opportunity to compare 
the all-new 1954 “PACEMAKERS” by National 
Homes with the houses on which you now make 
loans. Check variety, beauty, value! You’ll see 
the lowest cost home, feature for feature, in 
this new line, that National Homes has ever 
built. See for yourself why National Homes 
mortgages are sound investments. Save the 
date .. . October 3rd . . . and inspect the house 
that will set the pace for 1954, National Homes’ 
all-new “PACEMAKER!” 


BETTER HOMES BUILD A BETTER AMERICA 





NATIONAL HOMES CORPORATION 
LAFAYETTE, INDIANA + HORSEHEADS, N. Y. 







. 
45 aoveansco WES 


National Homes’ 
prefabricated panels 
and structural parts 
as they leave the 
assembly plant 
carry the Good 
Housekeeping 
guarantee seal and 
the Parents’ 
Magazine seal of 
commendation as 
advertised therein. 
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ARKANSAS 
MINNESOTA 
UTAH 

OHIO 

FLORIDA 
GEORGIA 
MISSOURI 
TENNESSEE 
KENTUCKY 
MONTANA 
WYOMING 
NEBRASKA 
MISSISSIPPI 
WEST VIRGINIA 
SOUTH CAROLINA 
KANSAS 

SOUTH DAKOTA 
LOUISIANA 
NORTH DAKOTA 





The Year 1953... 


. a year of sharp contrasts and inconsistencies. A time of debt 
expansion with consumer credit at an all time high. 


Yet, savings in insurance companies, banks, building and loan 
associations, and mutual savings groups, are also at an all time high 
and growing fast. 


Interest rates are rising. Bond yields are higher than for many 
years, replacing mortgages in many investment programs. 


The savings dollar starts to pay interest from the time of its 
deposit and must at once be put to work to earn that interest. 


Will bonds and short term paper continue to be available in 
the amount and of the quality to keep the savings dollars working? 
We doubt it. 


We do know that mortgages are competing for money in a highly 
selective market where quality counts as never before. 


We do know that Title Insurance adds quality to any mortgage, 
and is a protection the borrower owes the lender. You'll get it if 
you ask for it. 


Title Insurance Company of Minnesota is prepared to take 
care of the title insurance needs of mortgage bankers gener- 
ally in the states listed. Policies are issued through branch 
offices, agents, or direct from the home office. The service 
is planned by mortgage bankers for mortgage bankers. 


Capital, Surplus and Reserves 
in excess of $3,000,000 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lineoln 8733 
MINNEAPOLIS 2, MINNESOTA 
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CHECK THESE POINTS 


Then decide: Can you afford not to have 


the advantages of the 


Mortgage Bankers 
Blanket Bond 





Higher limits at little or no increase over present cost. 
0 All applicable Crime insurance coverages. 

Fidelity 

O Broad Form Money and Securities—Premises and Messenger (Misplacement and 
mysterious disappearance included. Coverage on any premises or anywhere while 
in transit, except while in the mail or in custody of railway or air express carriers.) 

O Forgery of outgoing and incoming instruments. 

] Securities forgery (optional) 

O Burglary and theft of office equipment. 

0 Errors & Omissions, insurance for failure to provide Fire & Extended Coverage. (Not lim- 
ited to real property. Applies whether assured acting in capacity of mortgage servicer, 
real estate manager, or insurance broker or agent. No co-insurance clause; no deductible.) 

J Broadest protection including the following additional features: 

] Court costs and attorneys fees 0 Destruction of records 

O Nominee partnerships O Less of rights 

0 (Attorneys retained to perform OO Officers or employees serving in 
legal services the armed forces 

© Lest instrument bond indemnity O Counterfeit money 

Optional: 2 Claims expense (© Directors’ and officers’ legal expenses [ False arrest 

oO Master Policy-Certificate Plan 

© Oppertunity to benefit in terms of coverage, cost and equitable settlement of loss 
by participation in a master policy-certificate plan. Such benefits to be derived 
particularly from development of a true class experience with the necessary spread 
of risk. 











You need all of the advantages which the Mortgage Bankers Blanket Bond offers—and now you 
can get them at a cost comparable to what you have been paying for partial protection. For 


complete information, and for a cost comparison of your present coverage with the Mortgage 


Bankers Blanket Bond, write: 


LESLIE H. COOK, INC. 


MORTGAGE BANKERS DIVISION 


166 WEST VAN BUREN STREET ° CHICAGO, ILLINOIS 
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rchitect-Designed, Factory-Built 


FOR SOUND INVESTMENT 


P&H Homes offer the investor a reliable source of really 








A 


sound residential mortgages. Handsomely styled by one of the 
country’s top architects, P& H Homes have found 


a ready market among established buyers, prime risks. 


They’re built for lasting beauty and enduring value, too. 
Parts are prefabricated under factory-controlled conditions. 
Only the finest building materials, millwork, 


hardware and kiln-dried lumber go into P & H Homes. 


Builders can put P&H Homes up faster (under roof in 
one day), with no wasted time or materials. Their operations 


are efficient; their buyers, always fully satisfied. 


TAP THIS SOURCE OF SOUND MORTGAGES NOW— 
Write for the name of the P&H builder in your area today. 


PeH HOMES 
HARNISCHFEGER CORPORATION 


109 Spring St., Port Washington, Wis. 
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Mortgage originators tell us: “When 
marketing loans, Lawyers Title doesn’t 
have to be sold to lending institutions.” 


Among investors in real estate secu- 







rities, Lawyers Title’s reputation for 








issuing safe, sound title protection is 
unexcelled. 
Lawyers Title policies are the most 


accepted in the nation. 


(Virginia ) 
awyers [itle 
[nsurance (Orporation 


Operating wt New York Slate as 
(Uragecsaa) Lawyers Telle Insurance Corporalean 


Home Office ~ Richmond . Virginia 








“Lawyers Title 


doesn't have to be 
sold!" 





TITLES INSURED THROUGHOUT 33 STATES, THE DISTRICT OF 
COLUMBIA AND THE ISLAND OF PUERTO RICO. BRANCH OFFICES 
at AKRON * ATLANTA * AUGUSTA * BIRMINGHAM * CAMDEN 
CINCINNATI * CLEVELAND * COLUMBUS (GA.) * COLUMBUS (O.) 
DALLAS * DAYTON * DECATUR * DETROIT * MIAMI * NEWARK 
NEW ORLEANS * NEW YORK * NORFOLK ¢ PITTSBURGH 
PONTIAC ° RICHMOND ° ROANOKE ° SAVANNAH 
SPRINGFIELD (ILL.) ° WASHINGTON ° WILMINGTON 
WINSTON-SALEM AND WINTER HAVEN. REPRESENTED BY 
LOCAL TITLE COMPANIES IN MORE THAN 150 OTHER CITIES. 





w, 
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PERSONNEL 


OPPORTUNITIES IN BUSINESS 


In answering advertisements in this column. 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Dlinois. 


A NEW MAGAZINE 











POSITION WANTED AS CHIEF AC- 
COUNTANT OR OFFICE MANAGER 

Six years experience as Chief Account- 
ant in charge loan and mortgage account- 
ing. Male, married, 42, college degree. 
Earnings now in $9,000 bracket. Best 
references from present employer, mort- 
gagees and bankers. Write 1840 Stella 
Street, Dallas 3, Texas, or call Dallas, 
WE-6417 


EXCELLENT OPPORTUNITY 

For right man to head mortgage loan 
department. Must be familiar with money 
market and all types mortgage loans, in- 
cluding FHA and VA. Ability to make 
personal contacts in financial circles es- 
sential. Write G. M. Lockwood, 1950 
Chaucer Dr., Cincinnati 37, Ohio, giving 
detailed experience résumé. Enclose recent 
photo. 


New England insurance company inter- 
ested in securing services of mortgage man. 
Prefers man with experience in appraising 
and financing income property. Interested 
applicant should submit résumé of experi- 
ence and salary desired. Man in late 
twenties or early thirties preferred. Op- 
portunity for growth ample. All inquiries 


iS, . id + 
will be held confidential. Write Box 276. nation-wi e swing to 


a PRE FABRICATION 


for sale. Located in one of best areas in 
country for this type business. Service 





— ow top investors _— — PF, the Magazine of Prefabrication, answers the need for a publica- 
ave been active in market for FHA, G . posted : swing ; 
and conventionals. Also my interest in tion to keep von " on the sensational peefabricated 
general Insurance and real estate agency. housing taking place in all parts of the country. It’s the new official 
re on Raye Hd . pg seen jo of the ind : , me Ss Ges nag what 
F ) oper $s now. usiness . : 
will stand minute inspection. Approxi- states, manufacturers, realtors, mortgage lenders, suppliers, housing 
mately $25,000 will handle. If desire to be officials, and others seeking information about the opportunities 
active in business, give complete back- : . ffers 
ground as to education, experience, etc., this expanding field . 4 
and — ——— 7 reply so “—— Subscribe to PF now. Keep fully informed on the new business 
reviewe y ofmicers of corporation. 1s =. : . : ‘ creating uild 
ad is known to our pov oa Write opportunities which prefabrication is for all who b * 
Box 277 sell or finance homes. 














A Permanent Binder 


... to keep your 

MBA services for 

ready reference 
$5 


Order from 


THE MAGAZINE OF PREFABRICATION 
Prefabricated Home Manufacturers’ Institute 
902 20th St. N.W., Washington, D.C. 


Please enter my subscription to PF for one yeor—12 issues for $3.00 in the 
United Stotes and Canada. 


(_) My check is enclosed [_]) Bill me later 

















NAME 
Mortgage Bankers FIRM 
Association of America ADDRESS. 
11l West Washington Street city IONE STATE 





Chicago, Illinois 
KIND OF BUSINESS. 


J 
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(1). General Business Indexes 
(without seasonal adjustment) 
First 7 Months 


—1953— —1952— 
July June July June 1953 1952 
Industrial production*.. 233° 242? 194 205 238 211 
Wholesale prices**..... 110,99 109.5 111.8 111.2 109.9 112.0 
Department store sales** 87° 108" 84 105 98 94 


Sources: Federal Reserve Board, U. §. Department of Labor. 


*1935-39=100. **1947-49=100. «Estimated. ®Preliminary. 
(2). Bond Yields 
-1953 —1952— First 7 Months 
July June July June 1953 1952 
Long-term U. 8S. governments: 
3%% issue of May, 1953, 
I tbawnvakanees 3.25 3.29 we re ee wa 
Other long-term issues. 2.99 3.09 2.61 2.61 2.95 2.65 
High-grade municipals 
Standard & Poor’s)..... 2.99 2.99 2.12 2.10 2.71 2.07 
Moody's corporates, total... 3.55 3.61 3.17 3.17 3.41 3.18 
Moody’s Aaa corporates..... 3.28 3.40 2.95 2.94 3.21 2.95 











Source: Federal Reserve Board. 
(3). Expenditures for New Construction Put in Place 
(millions of dollars) aad 
-1953— —1952— First 7 Months 
Py June July June 1953 1952 
RR Pe ere eae aes Ee $2,172 $2,149 $1,992 $1,927 $13,091 $12,017 
Residential (nonfarm) ...... a : 101 1,110 1,028 993 6,599 5,991 
Nonresidential building ..... 493 "479 414 405 3.144 2,842 
Pe ME b.o nko SHecee ces 410 399 370 359 2,411 2,207 
Farm and other............ 168 161 180 170 937 977 
PEE 0 cok a wersats thieves ekin 1,101 1,050 1,045 1,009 6,217 5,841 
Datel Vcadiveaccs masbes $3,273 $3,199 $3,037 $2,936 $19,308 $17,858 
Source: U. S. Departments of Commerce and Labor. Preliminary. 
(4). Number of Nonfarm Housing Units Started 
—1953— —~1953— First 7 Months 
July? June? July June 1953 1952 
See 95,600 100,400 101,100 96,900 645,700 622,800 
Pee bk éctc okay 400 2,600 1,500 6,600 28,800 45,600 
Total ..... 96,000 103,000 102,600 103,500 __ 674,500 668,400 
Source: U. S. Department of Labor. »Preliminary, figures are revised three months 
after issuance. 
(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
(millions of dollars) | : 
—1953— —1952— First 6 Months 
June May June May 1953 1952 
Savings and loan associations.... $ 682 $ 641 $ 564 $ 557 $3,550 $2,988 
Commercial banks ............ 325 317 305 303 1,831 1,707 
Insurance companies .......... 131 133 108 114 738 694 
Mutual savings banks.......... 120 111 96 90 602 487 
Mortgage companies and others. 511 497 440 447 2,874 2,593 
Total .........-.00-+0-++ $1,769 $1,699 $1,513 $1,511 $9,595 $8,469 
Source: Home Loan Bank Board. 
(6). Nonfarm Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) —__ ers 
—1953— —1952— First 6 Months 
June May June May 1953 1952 
PD cvcsancdacawesans $ 67 $ 62 $ 80 $ 63 $ 443 $ 420 
WIN ‘ccwateddees cudeeed 34 30 32 34 170 271 
CROSS sk dena cae nance 229 216 204 173 1,297 1,076 
— Pee ss. + $330 $308 ~—« $316 ~—— $270 ~—s $1,910 ~—_—*$1,767 
Source: Institute of Life Insurance. 
Note: Data include nonresidential as well as residential mortgages. 
(7). Applications to FHA for Insurance on New Construction, and 
Appraisal wae to VA on New Construction 
ai a (number of units) 
—1953— —1952— First 7 Months 
July June July June 1953 1952 
FHA applications ......... 20,659 31,159 29,482 24,718 221,645 184,811 
Units in home mortgages... 16,762 25,221 22,475 20,664 179,244 149,094 
Units in project mortgages 3,897 5,938 7,007 4,054 42,401 35,717 
VA appraisal requests...... 20,752 27,185 19,294 16 842 150,7 713 132 986 








Sources: Federal Housing Administration, Veterans Administration. 


VITAL STATISTICS for the Mortgage Banker 


During July, the general economy 
continued to move along in high gear. 
Adjustments were no more than sea- 
sonal and still left business activity 
as a whole on a higher plane than 
in July, 1952. The higher rate of 
industrial production for the first 
7 months of this year, compared to 
1952, gives one clue to the pressure 
on the money supply that has char- 
acterized this period. 

The first real indication of an eas- 
ing in the money market is evident 
in the July bond yields. Federal re- 
serve officials indicate the probability 
of some further relaxation. Although 
this shift has not yet affected the 
FHA and VA market, it may indi- 
cate somewhat better days ahead. 

For the year so far, building and 
lending activity has outdistanced 
1952, despite the growing shortage 
of FHA and VA money. The dollar 
volume of new private residential 
building for the first seven months is 
up about 10 per cent, and the num- 
ber of new private dwelling units 
started is 3 per cent ahead of 1952. 
Private nonresidential building is up 
a like amount. New housing starts 
in July dropped more than what 
would be expected on purely sea- 
sonally considerations, giving perhaps 
the first real indication of the effect 
of the growing tightness of money. 


Mortgage activity through the first 
6 months exceeded anything since 
1951, recordings for June hitting a 
new record. Life insurance compa- 
nies as a group have been more active 
in mortgage lending this year than 
last, though their conventional loan 
portfolios have grown at the expense 
of guaranteed mortgage acquisitions. 


More significant is the current 
drop in new FHA applications — 
down about one-third from June — 
and VA appraisal requests — down 
nearly one-fourth. Here is solid evi- 
dence of the widely reported diffi- 
culty in placing FHA and VA loans. 
Should the latest improvement in the 
money market be insufficient or too 
slow to prevent a continuance of this 
decline beyond September, the out- 
look for homebuilding in 1954 could 
be substantially affected. 








THE MORTGAGE BANKER + September 1953 


1B 























A Message for Veterans 


Explaining why there still is difficulty in securing GI home loan financing 


By BROWN L. WHATLEY 


President, Mortgage Bankers Association of America 


ETERANS who wish to take 

advantage of the home loan 
guarantee benefits of the Service- 
men’s Readjustment Act, are nat- 
urally concerned about the diffi- 
culty they now encounter in 
obtaining guaranteed loans. Vet- 
erans who are not seeking loans 
should also be concerned with 
this problem, because it is not 
only one of getting money for 
veterans who want to borrow it 
but of protecting the money of 
veterans who are trying to save 
for their future security as well as 
veterans and their dependents 
who are forced to live on pensions 
and other fixed incomes. 

The reasons why the recent 
rise in the interest rate on guar- 
anteed mortgages from 4 per cent 
to 4% per cent did not quickly 
increase the amount of money 
available for VA lending can only 
be explained in the light of the 
whole question of the size of 
the money supply in relation to 
the demands for loans—all kinds 
of loans including guaranteed 
mortgages. 

With the continuance of good 
times over a longer period than 
this country has ever known be- 
fore, the demands for credit for 
industrial expansion, for building 
stores, office buildings and homes, 
for financing the operations of 
farmers, merchants, and manu- 
facturers, and for consumers’ pur- 
chases, have steadily grown. As a 
result the demand for funds dur- 
ing the postwar period has pretty 
generally exceeded the amount of 
money that could be supplied by 
people’s savings and a normal 
expansion of bank credit. 

In such a situation one of two 
things must happen. Either some 
of the people who want credit 
must wait until things get easier 
or the government must provide 


the money by depreciating the 
currency. Until 1951, the govern- 
ment followed a course that 
tended in the latter direction. 
The result was that the veteran 
who borrowed got the money he 
wanted at a low interest rate. At 
the same time, however, the 
cheapened money forced all prices 
upward. The cost that a veteran 
had to pay for a comparable 
house in 1951 was nearly twice 
that of 1945, and the amount of 
things his savings or his pension 
could buy were cut about in half. 

The only way to stop this dis- 
asterous inflation was to reduce 
the rate of the expansion of the 
money supply. This did not mean 
reducing the supply of money it- 
self, which has steadily grown 
with the increase in savings and 
industrial production of the coun- 
try since 1951. But it did mean 
that, with so many people want- 
ing money, people had either to 
put off some of their borrowing or 
pay interest rates in competition 
with others who were bidding for 
the limited supply of money. In 
this case, “people” includes the 
federal government itself, which is 
now paying 30 per cent more for 
its long-term borrowing than it 
did in 1950 and up to 100 per 
cent more for its short-term loans. 

Historically, the difference be- 
tween the yield on long-term gov- 
ernment loans and on VA guar- 
anteed loans has been about 1'% 
per cent, the difference being 
largely due to the differences in 
liquidity, risk, and the cost of 
handling the two types of invest- 
ments. Thus when the yield on 
long-term government bonds was 
below 2% per cent, VA guaran- 
teed loans were generally accept- 
able at 4 per cent. When the 
government bond yield went up 
to 24% per cent and above, as it 


did in 1951 and 1952, VA loans 
became less attractive. The rea- 
son of course was that, with rising 
interest rates for all kinds of loans, 
savings institutions (which serve 
many more veterans as savers 
than they do as borrowers) were 
flooded with offers for good loans 
at higher rates than veterans were 
permitted to pay. 

A change to 442 per cent dur- 
ing 1951 or 1952 probably would 
have restored a balance under 
conditions then existing. The un- 
expected upsurge of demand for 
borrowed money in early 1953, 
however, created a wholly differ- 
ent set of conditions. When the 
government was forced to pay 
3% per cent for long-term money, 
and when, on the market, the 
yield on this money went even 
above that figure, a 442 per cent 
guaranteed mortgage rate no 
longer provided the traditional 
spread of 1% percentage points 
between it and the basic long-term 
rate. The disadvantage formerly 
encountered at the lower rate 
thus still prevailed. 

The Congress recognized this 
situation and endeavored to find 
a solution by permitting veterans’ 
loans to be sold at a discount. 
But a discount is a cumbersome, 
costly, and unsatisfactory way of 
equalizing yields, particularly 
when the amount of the discount 
is substantial. Up to the present 
time, it has not worked very 
well, though it is yet too early 
to know what may happen dur- 
ing the fall. 

Assuming the discount system 
does not bring about an increase 
in the funds available for veter- 
ans’ loans, there are three pos- 
sible ways out of the present 
predicament. 

(Continued on page 44) 
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“Mortgage Banker 


Barometer Reading of the 
Real Estate Weather 


N THE early 1930s, when eco- 
I nomic pump-priming was the 
principal undertaking of the Federal 
government, stimulation of home pro- 
duction and home buying was looked 
upon as a shot in the arm to a wide 
range of basic industry. So it proved 
to be. And the first private loan ever 
insured by FHA was for repairing a 
home. 

There are many reasons to believe 
that real estate will continue as a 
force stimulating solid growth in our 
economy as we move to the promis- 
ing decade of the 1960s, as it has been 
since the end of World War II. 


Construction expenditures hit an 
all-time high in the first half of this 
year. Even after making adjustments 
for price changes, new construction 
activity in the first six months broke 
all previous records. During the first 
quarter of the year, an impressive vote 
of confidence in the future was cast 
by business in outlays for plant and 
equipment at an annual rate above 
the level of the same period of 1952, 
and the aggregate outlay in this cate- 
gory for 1953 is now expected to sur- 
pass the total for last year. 


The upsurge in construction of 
commercial buildings in the first six 
months of 1953 was even greater than 
expected following the relaxation of 
credit and materials controls. 


Private expenditures for new resi- 


What's ahead for real estate, all kinds, both im- 
; Mr. Shattuck takes a 
look at the factors affecting the over-all prospects 
and finds them promising. Even though we've 
come through a boom such as we never had before, 
there is plenty of evidence that there should be no 


mediately and long term? 


dential construction were the highest 
on record for any January-June 
period. 

The recently concluded semi-an- 
nual survey of the real estate market 
made by NAREB, shows a general 
trend of strong demand, a high level 
of activity, and a stable price situa- 
tion. Real estate boards in 264 com- 
munities included in the survey gen- 
erally expect the present sustained 
high level of home production to con- 
tinue with a stable price situation. 

Most communities represented in 
the survey report a vacancy rate of 
only 1 per cent or less in commercial 
property which is reflected by an ac- 
tive market for this class of property 
with prices steady or trending up. 


The market for industrial real 
estate follows the same strong pattern. 
There is an undersupply of one-story 
industrial buildings in a majority of 
the communities, and about one- 
fourth of the reports predict higher 
prices for this class of real estate. 

The attraction of the part-time 
farm continues to be a strong one for 
the city worker and is an interesting 
element in the farm real estate mar- 
ket. A growing popularity of real 
estate as an investment, particularly 
investment in commercial property, 
vacant jots, and acreages suitable for 
development, is evident in the survey 
reports. 


By CHARLES B. SHATTUCK 


These market characteristics all in- 
dicate that real estate, as a stimulat- 
ing force in the national economy, is 
undiminished. 

And how will the general economy 
look when this year draws to a close? 

By every indication available, it will 
be in a stronger position than ever. 

The Federal Reserve Board index 
of industrial production is well ahead 
of the 1952 figure, and the mid-year 
forecast of the National Securities and 
Research Corporation is that it will 
continue higher than the 1952 index 
throughout the year. A gross national 
product of $358.3 billion is forecast 
for this year, compared with $346.1 
billion for 1952. 

Retail trade, employment, personal 
income, manufacturers’ sales and con- 
sumer credit are all at higher levels 
than they were a year ago, and are 
expected to continue so throughout 
the year. Electric power output is at 
an all-time high. Savings by indi- 
viduals are expected to hit a new high 
of $200 billion by the end of 1953. 


National Securities and Research 
Corporation predicts, on the basis of 
existing trends, that 1953 will close 
with corporate net earnings, corporate 
dividends, net working capital of cor- 
porations, and the total of new se- 
curity offerings all at volumes greater 
than were reached last year. Standard 
and Poor’s predict a stronger securities 


sharp let-down this time as we experienced in the 
last period of high activity. Mr. Shattuck, who 
is NAREB president this year, also spells out some 
of the long term objectives which the real estate 
industry is seeking. Some of them have a resem- 
blance to goals which the mortgage industry has set. 
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market by the end of the year based 
on a fuller recognition of constructive 
implications in the economy. 

It is a healthy sign of stability that 
in this situation wholesale prices are 
leveling, and the cost-of-living index 
maintained by the Bureau of Labor 
Statistics is averaging slightly below 
last year’s level. This is the process 
our economy is currently using to 
crown the consumer king and ad- 
vance his standard of living. 

The total population of Ireland is 
about three million. Our population 
growth is now at the rate of about 
that many per year. This is the most 
basic of all stimulants to a healthy 
and solid expansion in the national 
economy in the years just ahead. 
Coupled with the robust, productive 
strength that our economic system 
has developed, it promises steady ad- 
vance in national output as we move 
toward the sixties, and real estate, as 
always, will be a forerunner of this 
advance. Real estate feels the im- 
pact with the demand of a family for 
a larger house as a new arrival re- 
quires more room. School-age chil- 
dren make a mighty demand for real 
estate, just now in the form of school 
sites and school construction. In a 
very few years they will be prospects 
of real estate brokers, and thereafter 
of furniture, appliance, power, light, 
and fuel, industries— and of tax 
collectors. 

There is one real estate potential 
in this situation that may not be fully 
understood, even within our own in- 
dustry, and that is the volume of 
manpower, material, and money that 
can be readily absorbed in improve- 
ment to the condition of our housing 
supply. 

Let’s use as a yardstick the total 
dollar volume of new home produc- 
tion, which is recognized as a major 
element in the national economy. In 
the years that intervened between 
World War I and World War II, 
average annual production of homes 
than half a million. The 
highest annual production attained in 
that period was in 1925 with 937,000 
new dwelling units. 

for the fifth consecutive year—we 
are producing more than a million 
dwelling units per year, with an an- 
nual dollar volume of about $12 bil- 
lion. We may be accustomed to think 
of the activity involved in alteration, 


was less 


In contrast now 


improvement, repair, and moderniza- 
tion of homes as relatively trivial, be- 
cause it is relatively less dramatic, a 
small job here and there. 


ee _ 

“Perbaps the greatest defi- 
ciency in the organization of our 
real estate industry,” says Mr. 
Shattuck, “is the absence of a 
secondary mortgage market and 
4 sound means of channeling 
small investments and savings 
into real estate financing.” 


ee eee 


There are some estimates that in- 
dicate that the total dollar volume of 
this repair and improvement work 
may equal half the dollar volume rep- 
resented in our giant output of new 
homes, and it is a type of activity 
that can be greatly stepped up in the 
next seven years to equal, or possibly 
exceed, the dollar volume of total 
new residential construction. 

Our tremendous production of 
more than 7 million new private hous- 
ing units since the end of World War 
II has brought us into a new level 
of housing standards, outmoding pre- 
viously accepted standards, and mak- 
ing it possible to put in motion a 
concerted drive for widespread boost- 
ing of housing standards in every 
price range. 

This is a major goal of the real 
estate industry. We feel a responsibil- 
ity to do more than observe economic 
trends that effect our commodity. We 
are obliged to enter the field of public 
policy that directs healthy economic 
trends. Because of the fundamental 
importance of real estate to a growing 
and vigorous national economy, we 
propose three distinct measures to 
safeguard and strengthen the stimulat- 
ing value of real estate to our system 
of production and distribution. 

These goals are: 
>> A large scale program of improve- 
ment, modernization, and rehabilita- 
tion of housing, undertaken through 
neighborhood conservation programs 
that will also eliminate slums and re- 
store good environment and amenity 
quality to older urban areas. 


>? Creation of a secondary market 
for real estate mortgages that will give 
the industry the long-term financing 
facilities it has lacked and provide 
small investors with a means of sound 
investment in real estate. 
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>> Formation of a national federa- 
tion of existing local, state, and na- 
tional property owner groups to seek 
constitutional guarantee of the preser- 
vation of human right of property 
ownership, as we have always known 
it in this country, intact in every 
respect, so that it may withstand the 
recurring political attempts to weaken 
it. 

These three proposals, in them- 
selves, have a great deal to offer for 
stable business conditions as we move 
toward the 1960’s. A carefully stimu- 
lated drive for wholesale improvement 
in the housing supply is not simply a 
move to expand a market. It’s a long 
overdue civic obligation that has to 
be met to save the solvency and the 
very organization of our cities. There 
has been some experimentation with 
slum clearance and urban redevelop- 
ment, none of which has produced a 
significant answer to the problem, in 
that none of the patterns of action or 
approaches are capable of being du- 
plicated on a scale sufficiently wide to 
make a significant dent in the backlog 
work that has to be done. 

This is the problem to which the 
real estate industry has addressed it- 
self and we have come forth with a 
proposal which takes account of all 
past attempts to solve the grievous 
problems of slums, blight, and unfit 
housing. We believe that it can get 
the job done directly, swiftly, and 
equitably because it contains none of 
the built-in limitations that have char- 
acterized the experiments of the past. 
It is based on local responsibility and 
local initiation, instead of Federal di- 
rections; payment of costs by bene- 
fited property owners rather than by 
Federal grants within limits of Con- 
gressional appropriations; and Federal 
cooperation rather than Federal sub- 
sidy. 

Briefly, here is what our plan pro- 
poses : 

We will ask the state legislatures to 
enact enabling legislation authorizing 
cities to create community conserva- 
tion commissions. These commissions 
will define the exact boundaries of 
particular areas within the city that 
need extensive improvement, and will 
make a neighborhood conservation 
plan for each such neighborhood. This 
plan will include, first, a program of 
firm enforcement of modern city or- 
dinances’ requirements as to health, 


safety, sanitation, and structural 
adequacy of buildings under which 
owners of property are required, at 
their own expense, to bring their 
properties up to such standards. In 
the event that owners do not, or can- 
not comply, the city will order the 
work done and place a lien on the 
property for the cost. In the case of 
properties that are too dilapidated 
and neglected to be rehabilitated, the 
owners will be required to remove 
them, just as other public nuisances 
are required to be abated. 

The neighborhood conservation 
plan will include a program of im- 
provement to schools, parks, streets, 
and other municipal facilities to be 
carried out in coordination with the 
law enforcement program, so that the 
city will be rehabilitating its part of 
the neighborhood while property 
owners are being required to improve 
their structures. 

Under this plan the city will have 
certain limited rights to acquire prop- 
erty. In the case of structures that are 
clearly a source of disorder and ob- 
struction to carrying out the plan, 
the city will have power to purchase 
the structures, or acquire them by 
eminent domain, for the purpose. of 
removing them. In cases of slum 
properties when the sites are needed 
for new development in coordination 
with the other features of the plan, 
the city will have authority to acquire 
the land and building, providing it 
sells the land so acquired for redevel- 
opment within a year. 

Where is the money to pay for this 
acquisition of property coming from? 
Obviously it has to come from the 
folks at home by way of the Federal 
tax collector, or from the folks at 
home directly. We favor eliminating 
the circuitous route through Wash- 
ington. So we propose that the city 
consider the neighborhood conserva- 
tion area as a benefit assessment dis- 
trict, and assess the cost of necessary 
property acquisition against the prop- 
erty owners in the area in accordance 
with the benefit they enjoy from the 
conservation program. 

The role of the Federal Govern- 
ment in ‘this program would be to in- 
sure municipal bonds issued against 
special assessment liens so that the 
bonds would be readily marketable at 
a low interest rate. This low interest 
rate would be passed on to the 


assessed property owners as the rate 
paid on their unpaid balances over a 
period up to 10 years. We will also 
ask the Federal Government to en- 
courage investment in new construc- 
tion and in reconstruction or mod- 


SS 

“Serving as a secondary mar- 
ket to which lenders could sell 
their mortgages beld, the new 
system of associations (which 
NAREB proposes) would stabi- 
lize the mortgage market and pro- 
vide a constant supply of funds 
in all sections of the country,” 
says Mr. Shattuck. 


ee 


ernization within neighborhood con- 
servation areas by allowing acceler- 
ated write-off of such investments for 
income tax purposes. Everyone who 
has studied this plan agrees that it is 
capable of stimulating a program of 
improvement to housing and neigh- 
borhood conditions far beyond any- 
thing yet attempted or even hoped 
for, under previous programs. 


Perhaps the greatest deficiency in 
the organization of our real estate in- 
dustry is the absence of a secondary 
mortgage market and a sound means 
of channeling small investments and 
savings into real estate financing. We 
propose that this long-felt need be met 
by the creation of a system of regional 
mortagage associations chartered by a 
Central National Mortgage Associa- 
tion, to purchase mortgages from 
mortgagee members of the associa- 
tions, with the issue of debentures 


against mortgages held for sale to the 
public. 

Serving as a secondary market to 
which lenders could sell their mort- 
gages held, the new system of associa- 
tions would stabilize the mortgage 
market and provide a constant supply 
of funds in all sections of the country 
for lenders desiring to make well- 
secured loans. It would break the 
bottleneck in rural and remote sec- 
tions of the country in particular, 
where inadequate turn over of mort- 
gage paper has resulted in home 
seekers and others being unable to 
obtain loans. Persons desiring to in- 
vest in real estate but who have only 
a small amount available could pur- 
chase debentures. 


Under the plan, the Central Na- 
tional Mortgage Association would 
charter and determine the number of 
regional mortgage associations and set 
up regulations for their operation. It 
would also establish a sound and con- 
servative system of appraising prop- 
erty upon which the regional associa- 
tions would purchase mortgages. 


Regional mortgage associations 
would be chartered originally where 
most in demand and they would be 
permitted to set up branch or district 
offices within their regions. The min- 
imum capitalization of each regional 
association would be subscribed initi- 
ally by the United States Treasury. 
As subscriptions from private sources 
increase, an appropriate formula 
would be provided whereby the Treas- 
ury’s participation would be gradu- 
ally retired. 


INVEST IN CHARLOTTE 


Carolina’s largest city 


GI - FHA - CONVENTIONAL LOANS 


MARSH LAND COMPANY 


Incorporated 1926 


WILDER BUILDING, CHARLOTTE, N. C. 
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MONEY MANAGEMENT 


IS ON TRIAL 


NTEREST rates have been rising; 
l and to the proponents of easy 
money, this means a golden opportu- 
nity to lambast bankers and lenders. 
If there should be a decline in busi- 
ness activity, one can easily imagine 
how quickly they would be blamed. 

Attacks of this sort seem ridiculous. 
But many honest citizens are confused 
by them. They have little understand- 
ing of these matters. To them the 
arguments of the demagogue do not 
sound at all implausible. 


Monetary management is again on 


trial. Monetary policy is one of the 
most useful weapons for combating 
inflation. But its survival and useful- 


ness require the enlightened support 
of the public. 

These are the essential points re- 
garding monetary management that 
should be better understood. 


>> The public welfare normally re- 
quires that the Federal Reserve should 
credit conditions to tighten 
and interest when infla- 
tion threatens. 


permit 


rates to rise 


The fact is that interest rates are 
the prices of different types of credit, 
and, like other prices, are determined 
by supply and demand factors. Dur- 


ing a boom, the demand for credit 
increases; and interest rates, therefore, 
tend to rise. The extent to which 
they rise will depend largely upon the 
extent to which the Federal Reserve 
permits the supply of credit to ex- 
pand. 

Through its open market and dis- 
count operations, the Federal Reserve 
is the key factor on the supply side of 
the credit picture. Actually, changes 
in interest rates are largely a by-prod- 
uct of the intensity of the demand 
for credit and the policy of the Fed- 
eral Reserve System in supplying the 
banks with additional reserves. 

If credit is allowed to expand too 
rapidly during a boom, the effect is 
inflationary. By permitting credit con- 
ditions to tighten and interest rates 
to rise, the Reserve System can re- 
strain credit expansion and thereby 
contribute to economic stability. 
>> For the past two years, the Fed- 
eral Reserve has permitted credit to 
tighten somewhat and interest rates 
to rise in order to combat inflation. 

Ever since 1946, there has been a 
strong tendency for credit to tighten 
and for interest rates to rise because 
of the tremendous demand for credit 
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By E. SHERMAN ADAMS 


Deputy Manager of ABA 
Department of Monetary Policy 


on the part of business concerns and 
individuals. Until after the start of 
the Korean War, the monetary au- 
thorities, for a variety of reasons, kept 
credit conditions generally easy. After 
the outbreak of war, they decided 
that inflationary pressures should be 
curbed by permitting credit condi- 
tions to tighten. 

This was reflected, first, in short- 
term credit, and then, after the Fed- 
eral Reserve-Treasury “accord” of 
March, 1951, in the longer term mar- 
ket. Since then, the Federal Reserve 
System has followed a consistent pol- 
icy of permitting the strong demands 
of borrowers gradually to tighten the 
availability of credit; and this has 
inevitably resulted in rising interest 
rates. This policy has not been basi- 
cally altered by the shift from a 





UNCLE SAM IN NEVER-NEVER LAND. Talk about problems, 
think of the Treasury with $200 billion of obligations, about four fifths 


of the public debt, coming due in the next five years. 


NEVER has { nele Sam had to borrow sO much as he will 


in the next six months. 


NEVER has there been such a 


demand for credit. Money management is on trial 


and NEVER was its success so vitally important. 
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Democratic to a Republican Adminis- 
tration. 

This does not mean, of course, that 
either the Democratic party or the 
Republican party or the Federal Re- 
serve System is enamoured of high 
interest rates as such. It is to be ex- 
pected that, regardless of the party 
in power, the Federal Reserve will re- 
verse its present policy when the 
boom subsides and will permit credit 
to ease and interest rates to decline. 
>> The Federal Reserve has tried to 
keep credit from expanding too fast, 
but not halt it completely. 

Some critics of the Federal Re- 
serve’s policy have argued that it has 
been ineffective be- 
cause it has not halted 
the expansion of credit. 
This argument reveals 
a lack of understand- 
ing. 





Industrial produc- 
tion is running 
about 20 per cent higher than when 
the Korean War broke out. This 
reflects a very substantial rise in em- 
ployment and business activity. Such 
an increase could have taken 
place without some expansion in the 
volume of credit. If the Federal Re- 
serve had completely halted. the 
zrowth of credit, it would have im- 
peded the rearmament program and 
stifled the expansion of employment 
and production. 

If the Federal Reserve had 
permitted the banks to obtain some 
additional reserves during this period, 
the enormous demand for credit 
would have resulted in very tight 
money conditions, and interest rates 
would have risen much faster than 
they actually have. In other words, 
while the Federal Reserve has _per- 
mitted interest rates to rise somewhat, 
its policy has nevertheless resulted in 
keeping rates “artificially” low. 


now 


not 


not 


>> Viewed in historical perspective, 
interest rates are still relatively low 
for this stage of the business cycle. 

Interest rates today appear high 
only in comparison with the very low 
rates which developed during the dec- 
ade of depressed business preceding 
World War II. It was an historical 
accident that these low rates hap- 
pened to exist at the time of Pearl 
Harbor and were therefore used as 
the basis for the low pattern of rates 


adopted for the Treasury's wartime 
financing. 

When we emerged from the war 
with a vastly swollen public debt, 
there was a strong reluctance to per- 
mit rates to rise in spite of their infla- 
tionary effects. 

This largely explains why interest 
rates are still so low in comparison 
with other boom periods. Despite 
more than a decade of almost unin- 
terrupted business boom—the biggest 
in our history — almost all interest 
rates are substantially lower than dur- 
ing previous booms. For example, 
lending rates of banks in principal 
cities last year averaged about 3'/ 
per cent, as compared with an aver- 
age of more than 6 per cent for 
1919-20 and more than 51% per cent 
for the entire decade of the twenties. 
>> The present level of interest rates 
does not result in excessive earnings 
for banks and other creditors. 

The demagogues are howling that 
banks and other lenders are making 
“exorbitant profits” as a result of the 
rise in interest rates. This, they say, 
is a “bare-faced steal” from the 
pockets of debtors and taxpayers. 

The fact is that low interest rates 
benefit borrowers but only at the ex- 
pense of savers and other lenders. 

For about two decades, borrowers 
have never had it so good but savers 
have never had it so bad. 

Last year, despite the improvement 
that had taken place in interest rates, 
leading life insurance companies re- 
ported an average return of only 3.28 
per cent on their invested assets, com- 
pared with 5.07 per cent for the 
1920s. The long period of low in- 
terest rates has increased the cost of 
life insurance and of private pension 
plans. It has also seriously reduced 
the income of endowments, trust 
funds, hospitals, colleges and univer- 
sities. 

As far as the commercial banks are 
concerned, tighter money is not an 
unmixed blessing. It has restricted the 
growth of the banks’ loans and in- 
vestments. It has also caused sub- 
stantial losses and depreciation in 
their investment portfolios. The re- 
reserve requirement increase of 1951 
cost them the use of about $2 billion 
of their assets. 

2»? Although certain details may be 
debatable, the overall policy of the 


Federal Reserve over the past two 
years has been in the national interest. 
On a subject like monetary man- 
agement, there are always differing 
views. Often, however, differences 
are largely a matter of emphasis or 
degree. Some think that Federal Re- 
serve policy should have been some- 
what more restrictive; others, some- 
what less. One expert will tell you 
that there should have been more 
emphasis on selective controls. An- 
other will expound why the discount 
rate should have been raised a few 
months sooner. And so forth. 

These differences of opinion are 
probably encouraged by the Federal 
Reserve’s traditional reticence about 
explaining what it is trying to do and 
why. At the present time the Federal 
Reserve is reported to be employing 
an instrument of credit policy which 
is seldom discussed: namely, moral 
suasion with individual banks. In 
recent months, at least some of the 
Reserve Banks have apparently been 
having more and more. conversations 
with borrowing member banks. 

This naturally raises the question as 
to what criteria the various Reserve 
Banks are applying. Another question 
is whether this potentially powerful 
instrument of credit regulation should 
be exercised in such a seemingly hap- 
hazard manner with so little policy 
guidance from the Reserve Board. 

Now as to debt management, not 
all bankers and investors appreciate 
that the Treasury’s financing policies 
have now become the 
key factor in the 
long-term capital 
market. Henceforth, 
one cannot formulate 
an intelligent judg- 
ment with respect to 
the outlook for any 
part of the bond market without an 
understanding of the Treasury’s phi- 
losophy of debt management. 

In this area, there are five propo- 
sitions: 
>> The structure of our vast public 
debt and the financing policies of the 
Treasury have far reaching effects 
upon economic conditions. 

The national debt now constitutes 
almost half of all private and public 
credit outstanding. The composition 
of the debt and the distribution of its 
ownership are bound to have impor- 
tant economic consequences. 
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For one thing, they affect the size 
of the money supply. To the extent 
that nonbank investors do not supply 
the the 
Treasury must rely upon the banking 
increase 


Treasury’s needs for funds, 


system for the balance. An 
in bank holdings of Treasury securi- 
ties tends to cause a corresponding 
the bank 
posits. Hence, an excessive concentra- 
tion of the debt in the banks reflects 


increase in volume of de- 


an inflationary danger. 


Another impact of debt manage- 
ment is on the flow of savings into 
private Whenever the 
Treasury enters the market for long- 
term funds, it is competing with other 
the available 
supply of savings. Being the nation’s 


investment. 


would-be borrowers fot 


largest borrower, its financing poli- 
cies may at times exert a major influ- 
ence upon private expenditures for 
housing and for plant expansion. 


>> The Treasury is now confronted 
with a set of extremely difficult and 
proble ms 


urgent particularly the 


heavy concentration of the debt in 


short maturities. 


At the present time, more than 
$200 billion of Treasury obligations, 
about four-fifths of the entire public 
debt, are redeemable on demand or 
due the 
next five years. To 
make matters 
worse, this enor- 
mous refunding 
problem exists at 


within 


a time when the 
Treasury must 
borrow a sizable 


amount of new 
money. In addi- 
tion, market con- 





ditions are about 


as unfavorable as they could be. 

In these circumstances, the Treas- 
with caution. If it 
were to issue large quantities of long- 
term bonds, it might demeralize the 
capital markets and initiate a down- 
turn in business. At the othe 
treme, it cannot indefinitely do all of 
its financing at short-term without 
inflationary conse- 


ury must move 


ex- 


risking serious 


quences, 


>> Although there is general agree- 
ment that the debt should be length- 
ened, the problems involved are so 
complex that there is considerable 
variety of opinion, even among the 


experts, as to just how the Treasury 
should proceed, 

The Treasury’s problems are un- 
precedented in their magnitude and 
complexity. One basic question is the 
extent to which our economy needs, 
or can stand, deflationary treatment 
at this particular time. Another is to 
appraise how much deflationary effect 
a given amount of Treasury financ- 
ing has upon the economy. 

One school of thought 
that it would be better to wait until 
there is greater assurance of a steady 
or rising trend of bond prices as a 
background for a long range funding 
program. It is also pointed out that 
when short-term interest rates decline, 
it will be much easier to lengthen out 
the maturity of the bank-held debt. 

On the other hand, what if the 
private demand for credit remains 
strong for some time? With every 
month that passes, the maturity prob- 
lem becomes increasingly acute. It 
is small wonder that there are dif- 
ferences of opinion as to what should 
be done. 
>> The Treasury's recent offering of 
$/ billion of long-term 3% per cent 
bonds reflected a courageous decision 
to make a modest start toward achiev- 
ing a better debt structure. 


maintains 


The word “courageous” is justi- 
fied because of the political risks in- 
volved in this decision. Already some 
people are trying to make political 
capital out of the fact that the Treas- 
has sold long-term 
bonds at the highest interest rate it 
has paid since 1933. 


ury now some 


They conveniently ignore the fact 
that the higher level of interest rates 
has been developing over a period of 
several years. They conveniently ig- 
nore the fact that the differential in 
between and long- 
term borrowing is much smaller today 
than during the °30’s and during the 


cost short-term 


LOANS TO 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


B. C. ZIEGLER cones 


WEST BEND, WISCONSIN 
Chicago Office: 39 South La Salle Street 


war years. They conveniently ignore 
the fact that the Treasury sold vast 
quantities of long-term bonds during 
those periods, not only at a higher 
differential cost but in many cases 
at a higher actual net cost, taking 
taxability and tax rates into account. 
In fact, they deliberately distort the 
entire picture in an irresponsible at- 
tempt to conjure up a conspiracy of 
“moneyed interests” against the pub- 
lic. 

Sooner or later there are bound to 
be some downward readjustments in 
our economy after more than a dec- 
ade of almost uninterrupted boom. 
By its rather dramatic action in sell- 
ing long 3%4s, the Treasury has made 
itself a natural target for political 
attack when that time comes. 

Yet, the magnitude of the Treas- 
ury’s funding program so far—$1 
billion plus—is small, relatively speak- 
ing. It represents only a fraction of 
the amount of debt funding that the 
Treasury must do every year just to 
prevent its debt maturities from be- 
coming progressively shorter and 
shorter. Like the Red Queen in 
“Through the Looking Glass,” the 
Treasury must do a lot of running 
just to keep in the same place. By 
any measure, the new issue is no 
more than a modest beginning toward 
the reconstruction of the debt. 
>> Only time will tell whether or 
not the Treasury's new funding pro- 
gram is well timed. 

No one can say today with cer- 
tainty whether the Treasury’s recent 
offering was well timed because no 
one knows what the future holds. 
The Treasury’s action is at least con- 
sistent with the Federal Reserve’s 
moderately restrictive credit policy. 
On the other hand, the effects of 
Treasury financings are probably 
longer delayed and less easily rever- 
sible than is the case with Federal 

(Continued on page 44, column 1) 
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New Members in MBA 


With the 40th anniversary of the 
Association two months away, the 
membership roster is pushing 2,000 
but whether the goal can be reached 
by Convention time is a question. In 
any event, it will be another all time 
high. New members admitted include: 

ALABAMA—AMobile: Mobile Mortgage 
Corporation, 100 St. Joseph Street, Don 


Houser, President. 
ARKANSAS—Little Rock: National Old 


Line Insurance Company, 1010 West 
Third Street, James B. Finley, Assistant 
Secretary. 


DISTRICT OF COLUMBIA—Wash- 
ington: Investors Diversified Services, Inc., 
Room 307, 1835 K Street, N. W., Robin- 
son Newcomb. 

FLORIDA—Miami: Duke Baird Mort- 


gage Co., Inc., 1502 Security Building, 
Duke Baird President. 
GEORGIA — Atlanta: Smith, Field, 


Doremus & Ringel, 509 Grant Building, 
Arthur B. L. Martin. 

ILLINOIS—Chicago: Continental Cas- 
ualty Company, 310 S. Michigan Avenue, 
Kenneth T. King, Supervisor, Special Risks 
Division. 

INDIANA—Indianapolis: Savill-Mahaf- 
fey Mortgage Company, Inc., 811-12 
Lemcke Building, Albert A. Savill, presi- 
dent. 

MISSOURI—Kansas City: Don J. Mc- 
Murray Co., Dierks Building, Howard M. 
Johnson, Vice President; St. Louis County: 
Vorhof-Duenke Real Estate Company, 
7567 St. Charles Rock Road, Chester O. 
Disse, Vice President. 

MONTANA-—-Billings: Security Trust & 
Savings Bank, H. L. White, Vice President. 

NEW YORK—New York City: East 
River Savings Bank, 26 Cortlandt Street, 
John P. Heney, Vice President. 

PENNSYLVANIA—Philadelphia: Du- 
ane, Morris & Heckscher (attorneys-at- 
law), 1617 Land Title Building, Albert C. 
Weymann, Jr. 

TEXAS—Corpus Christi: Mortgage In- 
vestment Corporation, 305 South Chapar- 
ral Street, Stanley R. Marks, Vice Presi- 
dent; Dallas: Glenn Justice Mortgage Co., 
833 Fidelity Union Building, Glenn Jus- 
tice, Owner; Odessa: Lawyers Title Insur- 
ance Corporation, Lincoln Hotel Building, 
P. O. Box 2189, Elwood Weyland. 

UTAH—Salt Lake City: Security Title 
Company, 45 East 4th South, M. D. Eg- 
gertsen, President. 

WASHINGTON—Vancouver: 
Mortgage Corporation. 


General 





Here Is the Program for Your 
MBA Miami Beach Convention 


And your Association’s officers and 
Convention Committee think it is one 
of the best programs ever presented at 
an MBA meeting. This is MBA’s 
40th birthday and deserves something 
special for a special occasion, and 
what is planned for members in 
Miami Beach measures up in every 
respect. 

Most immediate problem is: have 
you made hotel reservations, processed 
your advanced registration? If not, 
it’s later than you think because our 
meeting is two months away. 

What we’re having this year is a 
longer convention (five days), a full 
program but only five general sessions 
which means. plenty of time to do and 
see the things you will want to do and 
see in Florida. More about some of 
those things elsewhere in this issue but 








Capt. Eddie Rickenbacker 


for the program itself, here is a run- 
down by days of what you will hear: 


>> FIRST DAY: The Convention 
begins with Florida Day with Presi- 
dent Brown L. Whatley getting the 
first session under way promptly at 
9:30 in the morning. After the in- 
vocation members will hear from var- 
ious Florida association officials and 
committee chairmen and after that 
they will hear greetings from the 
Mayors of Miami Beach and Miami. 
Then follows the President’s annual 
report. Following that members will 
hear an address by the Hon. Spes- 
sard Holland, Senior U. S. Senator 
from Florida. 

Sharing the platform with Sen. 
Holland will be Capt. Eddie Ricken- 
backer, recently named chairman of 
Eastern Airline’s board and one of 
America’s greatest flyers. Capt. Rick- 
enbacker, in his elevation to chair- 
man of the board from president, 
announced that he intends in the fu- 
ture to devote considerable time to 
long range planning in jet flying. 


2> SECOND DAY: The second ses- 
sion Tuesday morning has for its 
theme “The American Business Pic- 
ture” and the first speaker members 
will hear is a man well known to all 
of them and now doing an important 
job in Washington, W. Walter Wil- 
liams, Under Secretary of Commerce. 
He will share the platform that morn- 
ing with Earle B. Schwulst, president 
of the Bowery Savings Bank of New 
York who will speak on the invest- 
ment outlook, factors affecting the 
purchase and sale of mortgage loans, 
and other investor aspects. 
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Under Secretary of Commerce HHFA Administrator FHA Commissioner 
W. WALTER WILLIAMS ALBERT M. COLE GUY T. O. HOLLYDAY 


AMONG THOSE YOU WILL HEAR AT MIAMI They have set forth their views about housing and what 
BEACH are W. Walter Williams, Under Secretary of they think should be government’s role, where it ought 


Commerce and former president of MBA. About as well to begin and end. All this has been a systematic curiain- 
known to the mortgage industry as any other man ever raiser for assembling the facts about government in hous- 
n the business. his interests are now centered in the ing and upon which long-term legislation can be based. 
national capital where he has been playing an increasingly Strange to say, nothing like this was ever done before. 
mportant role in an increasingly important part of the MBA has been in on the conferences and has made its 
national government. He'll be speaking on American proposals. At Miami Beach, Mr. Cole may have some- 
busine today, prospects tomorrow, business philosophy thing to say about his agency's thinking so far. 

Carer ane And with him will be someone else who certainly 


And also from Washington will be Albert M. Cole, 
the new Housing and Home Finance Administrator who 
| be attending his first MBA Convention (he addressed 

ur New York Conferen earlier thi yea? Mr. Col 


needs no introduction to MBA or the mortgage industry 
Guy T. O. Hollyday of Baltimore, the new FHA 
Commissioner. He’s made quite a record during the fez 


months he’s been in the position. He was in on the rate 


ist started something that everyone applauds. Earlie) 
this summer he began a series of so-called “shirtsleeve” raise, the debenture increase and he named the first 
mnterences to which have been invited representatives advisory board for FHA. What he will have to say is 
f just about every group with any interest in housing ure to have considerable interest. 
>> THIRD DAY: The third day has _ prominent figures will discuss various For more than two and a half years 
for its theme “Government and the aspects of this development. now the mortgage industry has been 
Mortgage Business.” President What- >> FIFTH DAY: The last session of going through one period after an- 
ley will moderate the panel discus- ty. program has for its theme “The other of uncertainty. Each one brings 
sion and the group will consist of Year Ahead,” and here the Conven- the prediction that soon the business 
Albert M. Cole, Administrator, Hous- tion will get down to some very prac- will stabilize, that both FHA and VA 
ing and Home Finance Agency; Guy _ tical matters of the business and look jgans_ will again be as attractive as 


lr. O. Hollyday, Commissioner, Fed- at the prospects for the future. Speak- 
eral Housing Administration; T. B. ers will be Dr. Raymond Rodgers, 
King, Director of the Loan Guaranty Professor of Finance, New York Uni- 
Service of the Veterans Administra- versity; Miles L. Colean, consulting 
tion; and MBA General Counsel economist and author of MBA’s é ; 
Samuel E. Neel. Washington Letter, and William A Beach. Certainly there has been no 

Clarke, who by that time will have 
>> FOURTH DAY: Theme of the become president of MBA. The an- portant for lenders to attend this one 
fourth day’s session is ““The Govern- nual meeting and election of officers and only national mortgage forum to 


they were in the past. It is these cur- 
rent problems, the matters of the 
moment, which will largely concern 
the discussions you will hear at Miami 


time in the past when it was so im- 


ment’s Monetary Policy,” and several — is scheduled for that afternoon. see for themselves what the trends are. 
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MBA President 
BROWN L. WHATLEY 


PROMINENT ON THE MIAMI BEACH PROGRAM 


WILL BE President Brown L. 


the Association is going down to Florida for its first Con- 
vention and who will open the Convention’s first session, 
president’s report a little late? 


then give the 
Wednesday, moderate the 
ment and the 


Mortgage Business. 


Whatley in whose honor 


panel discussion on Govern- 


MBA Vice President 
W. A. CLARKE 


] 


and, on tion. 


dent in 1953-54. 





Norninee for Vice President 
WALLACE MOIR 


With him will be his right hand man this year, Vice 
President W. A. Clarke of Philadelphia and nominee for 
for president who will address the closing session of the 
Convention Friday afternoon following the annual elec- 
With them both on that occasion will be 
Moir of Beverly Hills, Calif., the nominee for vice presi- 


Wallace 





Lots to See and Do in Miami Beach 


No one’s worrying about it of 
course—that is, about what to do with 
leisure time while at the Convention. 
Trouble is likely to be that there won’t 
be enough time to go around and take 
in all the things you'd like. 

First thing to remember is that the 
Convention sessions are 9:30 a.m. to 


1 P.M. The 


excellent and any mortgage man who 


every day. program is 
misses a single session will be skipping 
the most important part of his trip to 


Miami Beach. 


But there will be a good deal of 
time for extra curricular activities. 


Plan them early and well. For in- 
Stance: 


>> WANT TO GO GOLFING? 
Some of the world’s finest courses are 
in Miami Beach and Miami. And the 
MBA Convention golf tournament 
will be at La Gorce Country Club 

no finer. Bring your clubs along, for 
sure if you’re driving and if not better 


bring them anyway. Or you can rent 


there. If you’re a golfer why 


miss the opportunity 
Florida? 


down 
to play in 


>> OR MAYBE A LITTLE FISH- 
ING? Well, you will be in the best 
place for that. fresh 
water. They come big down there so 


Deep sea or 


be prepared to show what you can 
do with rod and reel. Maybe you’ve 
never been deep sea fishing. Boats can 
be chartered at Miami any time, very 
reasonably when a party goes. Or if 
that should be a little bit too much 
for you, go on a large party boat and 
fish that way. It’s lots of fun and 
you'll catch fish. More than likely 
you'll catch some species of fish you 
never saw before—all sorts of strange 
ones are pulled in down that way. Or 
you can just get in a car and drive to 
a causeway or bridge and fish there. 
Thousands do, as you'll see when you 
get there. Salt water fishing, no li- 


cense needed; for fresh water, yes, a 
state license. 
>> RACING? JAI ALAI? 


finest 


Horse 
racing at America’s tracks 
awaits you—beautiful colorful places 
with the pick of the top 
Greyhound racing too. Not 


everywhere can you see this sport. 


nation’s 


horses. 


It’s interesting and probably you will 
want to see it. And jai alai, the fast 
colorful Basque game played no where 
you in 


else in the awaits 


Miami. 
>> OR JUST SIGHTSEEING? 


Chances are that most MBA members 
will spend most of their off-conven- 
tion time sight-seeing. You'll be in 
tropical America in south Florida. 
The parks and zoos are such as you'll 
see nowhere The and 
luxuriant foliage are magnificent. The 
Everglades National Park is close and 
should not be South is the 
fabled Florida Keys and that can be 
seen over the Overseas Highway to 
Key West. 
(Continued on page 26) 


country 


else. flowers 


missed. 
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MBA’s 40th BIRTHDAY 


In the beginning it wasn’t MBA at all but the Farm Mortgage Bankers 
issociation. Later it evolved into the present organization and this 


year completes four decades of existence and 40 years of conventions. 


F LIFE really begins at 40, then mean any slow-down here; rather it’s if readers had the time, they wouldn’t 
] the best years for MBA are ahead likely to mean a challenge, a chal- be wasting it to read through this 
For this is the 40th anniversary vear lenge that if the organization has fascinating historical record. It tells 
decades come this far in four decades, why a pretty interesting story of several 
of annual conventions. Forty is a mile- can’t it go on to even more important trends in these United States—how 


stone. For people, it’s a turning point work in the next ten, the next twenty government got started in _ business 


for the Association and four 


you're definitely not among the very and the next forty. No reason why’ which 40 years ago was reserved ex- 
young any more but you're not old. that anyone knows of. clusively for private enterprise, how 
That 40th birthday seems to say that Wonder how manv members have the trend grew and expanded into 
from now on you're not going to be wondered how their Association got ther fields, in short, it’s a significant 


commentary on the revolution — or 
evolution —in social and economic 
thinking our nation has experienced 


quite as active as you have been, you _ jts start, the motives that inspired it 
won't be doing all the things you've and what it was like in the beginning? 
been doing for about as long as you Probably quite a few but certainly 


remember and certainly you won't not more than a handful know how ! four decades. 


be doing everything you think you jt began. On a hot August day your Another interesting fact that would 
can do editor went browsing through musty’ be noted is that 40 years ago trade 

Not so with MBA. No. 40 finds — yellowed records to select a few com- associations had comparatively little 
the Association stronger, larger, more ments that would recall the early prominence as compared to the in- 
influential, better known, more lis- days of MBA. It wasn’t a matter of fluence they have today. There were 
tened to and, in fact, bigger and bet- a scarcity of material: fact is, the a good many of them but nothing like 
ter than ever before. Forty won’t early records are pretty complete and we have now. Reason is that the 





The first annual banquet of the Farm Mortgage Bank- Chamberlain can be recognized as well as O. M. Corwin 
ers Association at Hotel La Salle, Chicago, October 8 but one can’t be sure of other identifications. Principal 
1914. In the group, the late R. O. Deming and Edwin banquet topic: government in rural credit. 
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F. W. Thompson 





O. M. Corwin R. O. Deming 
These are some of the mortgage men who pioneered 
the organization that is MBA today. Mr. Thompson was 
the first president, Mr. Corwin took the helm several 
years later. Mr. Corwin still lives in Minneapolis and has 
a downtown office which he visits from time to time. He’s 
the oldest link with the MBA past but hasn’t attended 
any meetings since he was made an honorary life mem- 
ber back in 1937. Mr. Deming was the father of the 
present MBA Past President R. O. Deming, Jr. and was 





E. E. Murrey 


A. Y. Creager Frank C. Waples 
one of the most active workers tn the Association’s early 
days. Mr. Creager of Sherman, Tex., is well known to 
many mortgage men today. It wasn’t too long ago that 
he was active in MBA affairs. Now he confines his con- 
vention-going mostly to meetings of the Texas MBA of 
which he was the first president. Frank C. Waples of 
Cedar Rapids and Ennis E. Murrey of Nashville just 
about hold the record for MBA convention-going, having 
attended more than anyone else. 





association principle has been proved 
to be a good idea in just about every 
industry and every social group where 
one has been organized. 

First surprise to some in delving 
through this piece of Americana 
would be the fact that MBA didn’t 
start as the Mortgage Bankers Asso- 
ciation of America at all but as the 
Farm Mortgage Bankers Association. 


Somebody did before not too long 
and the somebody was Uncle Sam. 
It was the first time, or one of the 
first times, he had entered a field of 
endeavor formerly handled by private 
enterprise; some have pointed to the 
development and said “this is when 
it started.” Whether they’re right or 
not is open to argument because the 
government had been in a lot of pri- 
vate enterprise activities since the day 


7 and 8, 1914 and the Association 
was Officially born. Kingman N. Rob- 
ins of Rochester presided and later 
became one of the first three vice 
presidents. Representatives of +5 firms 
were on hand. F. W. Thompson of 
The Merchants Loan and Trust Com- 
pany of Chicago was named first 
president, Robins, J. E. Maxwell of 
Kansas City and O. M. Corwin of 
Minneapolis were named vice presi- 


And it was just what its name indi- 
cated—an organization of farm mort- 
gage men. In fact, the first constitu- 
tion and by-laws specifically “excluded 
brokers and dealers in city mortgages.” 

The motive behind the organiza- 
tion was a natural desire on the part 
of farm mortgage men to organize to 
promote the best interests of their 
profession. But back in those days 
something else was stirring: a de- 
mand that somebody do something 
about “rural credit,” as it was termed. 


And by the time the 13th annual convention rolled 
around in Richmond, September 20-24, 1926, the group 
had expanded. Faces that many have seen annually at 


The idea of organizing an Associa- 
tion was discussed by various farm 
mortgage men in 1914 and before. 
Some of these farm mortgage firms, 
incidentally, were large institutions 
even by today’s standards. They but there was one name on the first 
finally called an organization meeting 
at Hotel Astor in New York for May 


the Republic was set up and these _ dents. 
activities never declined, they always 
increased. But for the mortgage busi- 
ness, this was how it all started. 


They’ve all passed on now except 
Mr. Corwin who has retired and lives 
in Minneapolis. He’s the oldest liv- 
ing member of the Association and its 
president in 1917-18; and back in 
1937 he became a lifetime honorary 
member. Most if not all of the origi- 
nal board members are now deceased 


board that has come down through 
the years. It is R. O. Deming, Os- 





meetings begin to appear such as those of the late A. A. 
Zinn, E. D. Schumacher and Frank C. Waples, all easily 
recognized in the first row. 
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HON. SPESSARD HOLLAND DR. RAYMOND RODGERS EARL B. SCHWULST 
U. S. Senator from Florida New York University The Bowery Savings Bank 


OTHERS YOU'LL HEAR IN MIAMI BEACH includ. known text, “Money and Banking.” He has done research 


the distinguished Senator from the State of Florida, vork for the Institute of International Finance and is 
Spessard L. Holland whom some MBA members met at a consulting economist of the State Street Trust Com- 
th mgressional dinner earlier this year. Sen. Holland pany, Boston, and the Socony-Vacuum Oil Company. 
1 native Floridian and was wartime governor of the Earl B. Schwulst is president of The Bowery Savings 
tate. He was elected to the senate in 1946 and re-elected Bank, New York, the nation’s largest mutual savings 
his second term in 1952. He was the first native institution. He has had a varied career outside of bank- 
Floridian | erve as wernor and senator. He has ing and was formerly special assistant to the board of 
ponsored much important legislation in recent years. the RFC, director of the Commodity Credit Corp. and 
Dr. Raymond Rodgers ts one of the country’s foremost president and director of the RFC Mortgage Co. He 
ymomists and has spoken at MBA meetings before. In has served as a director of Institutional Securities Corp. 
uddition to being Professor of Finance at New York and is a past president of the National Association of 
University, he is co-editor and co-author of the well Mutual Savings Bank. 





wego, Kan., father of Past President bankers wanted “both for patriotic annual Convention in St. Louis on 
R. O. Deming, Jr [The elder Mr reasons and in the best interests of the October 7-8, 1915. They declared 

Deming also headed the organization business to work out a proposal for and this will bring a smile to some 
in later years and he and his son, the rural credit legislation that would be today—that “it is neither necessary 


present R. O. Deming, Jr., is the based on the best experience and nor consistent with the principles of 
only father-and-son combination ever judgment of the business.” which this government is founded to 
to head MBA Next vear they got down to more lend to farmers as a class, either the 


Five months after the organization asic principles. That was the second credit of the nation or its monies, 


meeting, the first annual convention 
was held at the Hotel La Salle in 


Chicago. One hundred were there 














IN BALTIMORE, MARYLAND, AND VICINITY 


Speakers included George Roberts 
who later headed the Mint and be- . 
came a prominent Eastern banker. Real Estate Title Company 


Mr. Deming and Edwin Chamber- 
lain, who passed on in recent vears INCORPORATED 


but is well remembered by many Keyser Building ¢ Lexington 3212-13 ¢ Baltimore 2, Maryland 


members today 


Chey wrote and passed a lot of REPRESENTS 
resolutions at the meeting. One thing le ee. era . 7 = 
liens diiaiien Gillin cel tenet dee awyers Jitle [nsurance Corporation 
ment which today we might call a Home Office ¢ Richmond, Virginia 


Statement of Policy and Principles. 
[hey declared that farm mortgage [Li— neal 
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T. B. KING 


Veterans Administration 


STILL OTHERS TO BE HEARD FROM include the 
VA loan cuaranty division, T. B. King, 
who always makes an important contribution to MBA 


programs; Miles L. Colean, author of the MBA Wash- 


director of the 


MILES L. COLEAN 


Housing Consultant 


ington Letter, 


and General Counsel Samuel E. 
Mr. King of course 
present position and prospects for the future. 
and Mr. Neel will discuss Washington aspects of industry. 





SAMUEL E. NEEL 
MBA Counsel 


Neel. 
his remarks on the VA, 
Mr. Cole an 


will center 





either directly or indirectly by sub- 
sidies or guarantees.” 

That’s what they said and we can 
believe that this is what they meant. 
What if they us today! 
What if they 
unbelievably complex system of farm 
supports and _ subsidies, farm 
loans, and all the other 
which have become an accepted part 
of the 
ment. 


could see 
could see the almost 
price 
vuarantees 
system of 


American govern- 


They went further. They proposed 
land mortgage 
banks under federal charter. 
banks would negotiate, buy and sell 
farm loans and issue farm mortgage 
bonds against the collateral security 
of the farm mortgages. Minimum 
capital stock of each bank would be 
not less than $500,000. Volume of 
outstanding liabilities would not be in 
excess of 20 times unimpaired capital 
and surplus of the bank. They wanted 
to see the banks’ bonds listed on the 
stock exchange and, with a careful 
eye at the small investor, they wanted 
to see the obligations issued in small 
denominations. All this sounded a 
little familiar to your editor and it is 
explained by the fact that it some- 
what resembles various plans which 


a system of national 


These 


have been suggested today for the 
city loan business: the central mort- 
gage bank idea to replace FNMA, get 
a stand-by secondary market, etc. 
rhey presented their recommenda- 
tions to a joint congressional commit- 
tee studying rural credit. The upshot 
was that the Joint Stock Land Banks 
congressional 
that they 


came into being but 


committee members noted 


were indebted to the FMBA for many 
suggestions and ideas. 

And of these ideas they seemed to 
have plenty. These early members 
thought they might organize a title 
guarantee company “to serve the en- 
tire membership.” They thought of a 
protective service—exactly what kind 
they failed to record. And an employ- 


ment bureau. But nothing ever came 
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all MBA members attending the 
National Convention to visit our offices or see us at the Empress 
FHA, VA and Conventional mortgages—de- 


modern up-to-date office. 


Contact C. A. Williamson, Executive Vice President. 
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of them and, in retrospect, it appears 
that no one was the loser. 

For the third convention the farm 
mortgage men went down to Mem- 
phis and representatives from 156 
firms in 17 states were on hand. Next 
year Mr. Corwin was president and 
for the year ended August 31, 1917, 
FMBA had total receipts of $11,- 
119.38 and the books show that they 
spent all of it. They were still talk- 
ing about rural credit and thinking 
up ways and means for testing the 
Federal Farm Loan Act. Officials 
from the farm agency in Washington 
were on hand to tell their side of 
what the government was attempting 
to do and invited a test. 

It wasn’t until after the fourth an- 
nual Convention in Minneapolis Sep- 
tember 11-13, 1917, that anyone got 
around to keeping systematic records. 


After that they issued a year book. 
Che first secretary, H. M. Hanson, 
duly noted that it was time this was 
done because the Association had 


“arrived.” It had 200 member firms. 

The first constitution and by laws 
adopted isn’t too radically different 
from the one which MBA has today. 
It sets forth the same general objec- 
improve the status of lend- 
ing, disseminate information about 
the industry, etc. At first they thought 
they would keep out everyone who 
didn’t have $50,000 capital in their 
firm but early amended that to $25,- 
OOU 


tives: 1.€., 


The rest of these very early days, 
one might say, is more of the same. 
The government got deeper and 
deeper into the farm loan business. 
They didn’t know it at the time but, 
while agriculture was depressed even 
then, the worst was yet to come. As 
the government got in deeper, private 
operators got out. The private busi- 
ness shrank. The federal total soared. 
Che farm mortgage business, at it was 
known prior to the organization of 
FMBA, actually never came _ back. 
And in the end FMBA became the 
MBA with the accent on city mort- 
gages. 

And while it all seems a long, long 
time ago, it isn’t quite so long when 
it is realized that there are some now 
active in MBA who were among the 
first The Deming Invest- 
ment Company of Oswego, Kan., is 
the only charter member firm left. 
Miller & Viele of Salt Lake City was 


members. 


one of the earliest members and are 
members today. Davis-Wellcome 
Mortgage Company of Topeka was a 
charter member and maintained 
membership almost continuously since 
organization. Towle-Jamieson Invest- 
ment Company of Minneapolis, now 
The Towle Company, was an early 
member, as was the Commerce Trust 
Company of Kansas City. 

And this is also the 40th year of 
the organization’s conventions. After 
Memphis, the Association skipped all 
over the country, except for the Far 
West, in holding meetings. They went 
to places such as West Baden, Ind. 
(where we won’t be going back to), 
and during the forty years FMBA 
and MBA met ten times in Chicago, 
three times in New York, Cleveland 
and Detroit, twice in Memphis, St. 
Louis and Kansas City and once in 
Des Moines, West Baden, Omaha, 
Richmond, Nashville, Denver, New 
Orleans, Dallas, Niagara Falls, French 
Lick Springs, Ind., Cincinnati, San 
Francisco and now Miami Beach. The 
sociation never missed an annual con- 
vention—we even made it in 1945 
when many groups were forced to 
cancel because of the wartime travel 
ban. Reason: we met in the fall after 
the Japanese surrender and the re- 
striction had been lifted. 

The Association’s head men have 
shown remarkable vitality and staying 
power. In fact, few if any organiza- 
tions have continued to hold the in- 
terest of members over such long 
periods of time as has FMBA and 
Association never missed an annual 
convention—we even made it in 1945 
MBA. Eighteen past presidents now 
comprise the Past Presidents Advisory 
Council and two former presidents 
hold high government posts. Only one 
man ever served two terms. That was 
E. D. Schumacher of Memphis who 
served in 1926-1928. 

Membership is another interesting 
facet of MBA’s development. Orig- 
inally members were mostly from 


Middle Western states—farm states, 
because the organization was farm 
lenders. Then after it became the 


Mortgage Bankers Association of 
America with the emphasis on the 
city side of the business, expansion 
began all over the country. But for 
many years the bulk of the member- 
ship was still largely concentrated in 
the center section of the country. First 
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broadening of the roster was in the 
East and Seaboard states, then in the 
Far West. Texas contributes the most 
members to MBA now with 150 at 
last count, followed by New York 
with 121, California and Illinois with 
99 each, Ohio with 97, Florida with 
93, Missouri wth 84, New Jersey with 
75 and Pennsylvania with 74. 


YOUR TIME IN MIAMI BEACH 
(Continued from page 21) 


>> THE SOCIAL SIDE: You can 
depend on the entertainment aspect 
of the convention to be up to par. 
Life companies are planning recep- 
tions and luncheons for their corre- 
spondents, many other institutions will 
hold “open house” throughout the 
convention and there will be at least 
one super-affair to which all attending 
will be invited. Yes, in Miami Beach 
you can expect the same dizzy round 
of entertaining you’ve seen at recent 
conventions and you'll have to be on 
your toes to keep up with it. 


>> SIDE TRIPS: Knowing that 
scores of members would not be con- 
tent to attend the convention and 
go right back home, the convention 
committee has arranged, in association 
with the Stevens Travel Service of 
Miami Beach, a list of interesting 
tours and excursions, all to start after 
the meeting. These include all the 
fabulous places in that highly interest- 
ing corner of the world—Puerto Rico, 
Cuba, the Bahamas, Jamaica, Haiti, 
Mexico and even South America. 
Have you seen the booklet describing 
them? If not, let us know at once so 
we can send a copy. 


>> REMEMBER: Look for those 
special MBA buses which will take 
you to and from the auditorium every 
day. . . . You'll find them calling at 
your hotel at regular intervals. 
You'll get your fill of real fresh orange 
juice at the Orange Juice Bar which 
Florida will run in the auditorium 
lobby. . .. Coming by car? Then take 
one route coming, another going back 
and see as much as you can of this 
beautiful land. If you haven’t 
been to Miami Beach, prepare to 
enjoy hotel life such as you never 
imagined it before: the hotels where 
MBA people are quartered are like 
nothing you’ve seen before. 





There has never been time to 
put one of the greatest 
discoveries of this century to 
work for peace 

because the war machine has 
taken everything we can 
produce in atomic weapons. But 
atomic power can be put to 

work for us and the time has 
come to start. Here is a 
development on the horizon of 
the future that may well affect 
the lives of all of us far more 
than anything that concerns 

us now. How? Mr. Dean tells 
here just where we are in 


atomic energy development. 


By GORDON DEAN 


Former Chairman, U. 8S. 
Atomic Energy Commission 





HERE is no doubt that econom- 
ically feasible power from the 
atom can be achieved. 

The only doubt that exists has to 
do with “when” and “how.” And the 
“how” has more to do with policy 
than with technology. The scientists 
and technicians have some clear ideas 
as to what needs to be done. But 
the policy makers have not yet laid 
down the ground rules under which 
it will be done. 

We are at a crossroads in atomic 
power. We have passed some impor- 
tant milestones in getting where we 
are: 
>> First was the initial 
operation of a nuclear chain reactor 
accomplished in 1942. This experi- 
ment proved beyond any doubt that 
a nuclear chain reaction could be 
made to sustain itself, and that it 
potentially was capable of releasing 
great quantities of energy which 
would appear in the form of heat. 


successful 


>> Another milestone was the first 
successful production of useful atomic 
power accomplished in 1951, in a 
machine known as the Experimental 
Breeder Reactor. 

The amount of useful power pro- 
duced by the Reactor is not signifi- 
cant, and it is being done only as a 


THE 


research experiment, but it has proved 
beyond any doubt that the heat gen- 
erated by a nuclear reaction can be 
taken out and put to work generating 
electricity. More recently another ma- 
chine with a different basic design 
has also produced useful electric 
power. This is the Homogeneous Re- 
actor Experiment at Oak Ridge. 


>> The third milestone occurred last 
summer when reports were turned 
into the Atomic Commission by the 
four industrial study teams who had 
been examining the status of the 
Commission’s reactor development 
program for the previous year. These 
teams sought to determine, among 
other things, whether they thought 
the development of economically fea- 
sible atomic power was possible. 

None of them was pessimistic so 
far as the ultimate practicability of 
atomic power. This encouraging 
judgment on the part of experts from 
outside the atomic energy program 
itself has lent a good deal of impetus 
to the drive to achieve economical 
power. 


>> The fourth major milestone oc- 
curred earlier this year when the pro- 
totype of the first atomic power plant 
for submarine propulsion began oper- 
ating at the Reactor Testing Station 
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“We want atomic power because .. . 


i hich me 


natural re- 


rate at 
up our other 
We want atomic power be- 
cause our demands for energy in this 
country and the world are increasing 


it will reduce the 


are using 


sources, 


it an enormous rate. 











in Idaho. This is a significant reactor 
for it is the first one specifically de- 
signed to produce useful atomic power 
for a real, practical purpose, that of 
producing steam to turn a propeller 
shaft. 

It isn’t economical power, in the 
commercial sense of the word, but it 
is real atomic power, and it is going 
to be put to work to do a job that 
cannot be done as well by any othe 


means. 
When the seagoing model of this 
reactor first turns the screw of the 


U’.S.S. Nautilus, probably next year, 

atomic power will have come of age. 

of age. 
All of 


bined to show that atomic power can 


these milestones have com- 
be produced, that it can be produced 
to serve a practical purpose, and that 
doubt ulti- 
mately be produced to serve a prac- 


it almost without can 
tical purpose at costs that can com- 
pete with those of coal, gas and oil. 

It is not surprising that these same 
factors have also combined to stimu- 
late visions in our minds of a future 
in which atomic power plants and 
propulsion engines will add an enor- 
the 
world’s dwindling supplies of conven- 


mous new source of energy to 


tional fuels. 

But in the past this vision has been 
clouded a bit by the relative scarcity 
of the that are 


fuels known as fis- 


sionable fuels, upon which power- 
producing chain reactions must feed. 
We have now reached still another 
milestone in the history of atomic 
energy development in this country. 

Imagine a world in which only 100 
gallons of gasoline existed. When that 
gasoline was used up, gasoline would 
forever be gone from the earth. But 
also imagine that we could make 
gasoline out of water by burning the 
gasoline we had in the presence of 
water. Say, for example, that by 
burning up the 100 gallons of gasoline 
we could change 90 gallons of water 
into new gasoline, and that there- 
after we could, by burning gasoline 
in the presence of water, always make 
new gasoline equivalent to 90 per 
cent of that which we burned. 

By such a process we could quite 
obviously greatly stretch out our sup- 
ply of gasoline, but we could hardly 
expect to stretch it out indefinitely for 
we would always be making a little 
less gasoline than we consumed. UIlti- 
mately we would run out of gasoline 
before we ran out of water, and all 
the the water in the world 
would be useless to us so far as gaso- 
line production was concerned. 


rest of 


Now assume that we succeeded in 
developing a way by which we could 
produce 100 or more gallons of new 
from water for 100 
gallons we burned. Suddenly we 
would have made it possible for our- 
selves to change gradually all of the 


gasoline every 


water in the world into gasoline. Our 
gasoline shortage would have van- 
ished. 

Scientists have known for a long 
time that something roughly analo- 
gous to this is theoretically possible in 
the field of atomic energy. 

In atomic energy, there is only one 
fissionable fuel that occurs in nature. 
It is called uranium 235, and it un- 
fortunately constitutes less than | pet 
cent of normal, natural uranium. The 
supply of it that can be obtained from 
economically mineable deposits is lim- 
ited. 

But the scientists have also known 
for a long time how to change an- 
other, much more prevalent, kind of 
uranium into fuel by burning ura- 
nium-235 in its presence. They have 
also known that they could change 
thorium, another relatively plentiful 
element, into atomic fuel by the same 
process. 

But they have never been quite sure 
that this fuel production process could 
be done in such a way that as much 
or more new fuel would be created 
as there was old fuel consumed. They 
thought it could be done, and they 
even had a name for it. They call it 
“breeding,” and it was in an effort 
to find out for certain whether this 
breeding process was possible in a 
particular type of reactor that the 
Argonne National Laboratory de- 
signed and built the Experimental 
Breeder Reactor in Idaho. 
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The principle of breeding has now 
been successfully demonstrated. The 
reactor is operating in such a way 


that it is burning up uranium-235 
and, in the process, it is changing 
non-fissionable uranium into fission- 


able plutonium at a rate that is at 
least equal to the rate at which the 
uranium-235 is being consumed. 

“Breeding” has been achieved. This 
encouraging development must be 
kept in its proper perspective. 


It does not mean that economic 
power from atomic fuels is here. It 
does not mean that overnight we 


have suddenly obtained all the fis- 
sionable material we want or need. It 
does not mean that uranium can now 
be regarded as a virtually costless fuel. 
It is possible that the breeding prin- 
ciple will not even be incorporated 
in the first atomic power plants. It 
may be that some other types will be 
more feasible from the economic point 
of view, at least at first and possibly 
for some time. 

A large-scale breeder reactor can 
be a costly proposition. It requires 
a very large initial investment of 
scarce fissionable fuel. Before the 
newly created fuel can be extracted 
and put to use, it must go through a 
chemical separation process which is 
currently one of the most expensive 
aspects of the atomic energy business. 

The achievement of breeding also 
does not mean that we are suddenly 
independent of raw uranium ore. Far 
from it. Breeding is a slow process, 
and a reactor may have to operate 
for five years or longer before it suc- 
ceeds in yielding as much new fuel as 
was initially invested in it. 

Our great current demand for ura- 
nium-235 and plutonium for wea- 
pons, and our equally great need for 
uranium meet this de- 
mand, will not be lessened one iota. 


raw ore to 

The real significance of breeding 
is that it is now possible for mankind 
ultimately to utilize all of the ura- 
nium that can be extracted 
the earth’s surface for atomic fuel. 
whether it is fissionable or not in its 
natural state. The proof of success in 
breeding suggests that the other po- 
tential atomic fuel, thorium, 
also ultimately be utilized. 


from 


may 


The achievement of breeding with 
uranium is an important event, but 
it is not one that is likely to cause any 





immediate, or even imminent, revolu- 
tionary change in the economics of 
atomic power production. What it 
constitutes is another encouraging and 
important factor which can be intro- 
duced into the many calculations be- 
ing made to determine the best tech- 
nical and economic approach to real, 
competitive atomic power. 

All of these factors have combined 
to bring us to the crossroads in atomic 
power. The last remaining technical 
obstacle is to learn how to build 
atomic power plants so cheaply that 
the power they produce will be com- 
petitive with that from conventional 
fuels. The policy problem that faces 
us is to determine how this cost-cut- 
ting job can best be done. 


The Atomic Energy Commission 
has some ideas on this subject. 

The Atomic Energy Act gives the 
Commission a complete monopoly in 
the field of atomic energy. No one 
but the Commission may own fission- 
able material. No one but the Com- 
mission may own any facility in which 
such material is produced. No one 
may sell or ship any of the minerals 
from which fissionable materials can 
be produced except with the consent 
of the Commission. No one may own 
a patent having to do with the pro- 
duction of fissionable material. 


The Commission has complete con- 
trol of all information developed in 
the field of atomic energy, and there 
are stiff penalties in the law to make 
sure that this information doesn’t find 
its way into hands not approved by 
the Commission. 

It is a strong law, and the pow- 
ers it grants to the Commission are 
broader, or at least as broad, as any 
ever given a Federal agency. 


It has been a good law. Under it 
the atomic weapons program of this 
country has gone forward at a truly 
impressive rate. 

But now the law should be modi- 


fied. The ground rules under which 








want 


atomic power 
atomic fuels are virtually weightless 


fuels. They can be taken anywhere 








atomic power research is carried on 
in this country should be changed. 

>> First, nearly everything that has 
been done in the nuclear reactor field 
until now has been done for a govern- 
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because 


in the world—to the source of raw 
materials upon which industries live.” 








ment reason. The government devel- 
oped reactors to produce plutonium 
for bombs, to serve as government 
research tools, and to propel subma- 
rines. It has projects underway which 


will lead ultimately to the propulsion 


of aircraft and large naval surface 
ships. 
But all have been undertaken to 


meet a need or a demand that had 
generated within the government. 
Now there is good reason to believe 
that a demand outside of government 
is developing. It is a commercial de- 


mand, an economic demand and a 
civilian demand. 
Another reason the Commission 


feels that present ground rules should 
be changed is because the job ahead 
is a developmental one—a cost-cut- 
ting one—the kind of a job that can 
be done best by skilled people com- 
peting with other skilled people who 
are working toward the same or a 
similar goal. 

It is the kind of a race for which 
one wants as many starters as possible. 


We have proposed that present law 
be amended to permit: 


The widest 


title insurance 
coverage in 


California 


>> The ownership and operation of 
nuclear power facilities by groups 
other than the Commission; 

>»? The lease or 
material under safeguards adequate 
to assure the national security, and 


sale of fissionable 


>> The use and transfer of fissionable 
or by-product materials by the own- 
ers of reactors, subject to purchase 
by the Commission or regulation by 
the the interest of 
health and safety. 


Commission in 


The Commission also proposed that 
the suggested changes in the law be 
accompanied by adjustments in the 
Commission’s own practices to permit: 


>> As appropriate, the granting of 
more liberal patent rights in accord- 
ance with existing law: 


>> A progressively more liberalized 
information policy in the power re- 
actor field, as justified by need and 
as permitted by security considera- 
tions, and 


>> The performance in Commission 
laboratories of such research and de- 
velopment work in the power field as 


SANTA ANA 





is deemed warranted in the national 
interest. 

A few people have already labeled 
these policy recommendations as “the 
atomic giveaway program.” ‘This is 
simply not true. Under it the Com- 
mission gives nothing away. It doesn’t 
even sell any of its own facilities. All 
it would do would be to permit others 
to own what they themselves have 
built and paid for, or, in the case of 
materials, bought and paid for, or 
manufactured. It seems ridiculous 
for one agency of the Federal Gov- 
ernment to attempt to exclude others 
forever from a promising new field 
whose main significance will be to the 
overall economy, not to any particu- 
lar segment of it. 

This policy statement by the Com- 
mission is an attempt to set up ground 
rules which are the same for every- 
body, and when I say everybody I 
mean Federal agencies, state agen- 
cies, municipal agencies and private 
industry. Everybody who has some- 
thing to offer to the development of 
atomic power should be allowed to 
make a contribution to that develop- 
ment. 
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LOS ANGELES 14, CALIFORNIA 


>> The Commission has not pro- 
posed any change in the patent pro- 
visions of the law. There are two 
( »bjectives ; 

>> No one should be allowed to 
come into the atomic power picture 
with the investment of a dollar or 
two and walk off with patents worth 
hundreds of millions of dollars, and 
»> People who come into the power 
program and make a real contribu- 
tion based on a liberal investment of 
talent and money involving a real 
risk, should be entitled to some patent 
rights denied to others. 

We cannot expect private concerns 
to spend millions of dollars without 
getting some benefits, and it is obvious 
that private concerns as well as the 
government must be in this power 
program. Otherwise we can never 
have real competition, the catalytic 
agent of progress, and we will always 
have a program limited in size and 
scope by the range of the Federal 
Government’s imagination and _ vi- 
sion, which is not always as broad as 
it might be. 

During the developmental period 
we are moving into, industry and 


government must work together if we 
are to get the most out of it. During 
this period some prototypes and pilot 
plants of atomic power facilities must 
be built. The government, as well as 
industry, must participate in this kind 
of endeavor, for as of today the in- 
vestments must be high and the pay- 
offs a number of years in the future. 

People everywhere are asking: 
“Why exactly are we interested in 
achieving economically feasible power 
from the atom?” 

One answer is that we want atomic 
power because there is a demand for 
it, and we know this because of the 
intense interest demonstrated by so 
many industries and businesses in it. 
One might extend this line of reason- 
ing and conclude that if there is a 
demand for atomic power, it must be 
worth going after. 

But this is hardly a national policy 
reason for pushing toward the early 
development of an atomic power in- 
dustry in this country. A good na- 
tional policy reason would be pro- 
vided, of course, if we were on the 
verge of running out of coal, oil or 
gas in a year or two. 


But we are not. This may be true 
of others, but it is not true of the 
United States. 


Why, then, do we want atomic 
power? We want atomic power be- 
cause as soon as it comes into being 
it will reduce the rate at which we 
are using up our other natural re- 
sources. It will release them for other 
uses or permit us to conserve them 
for future specialized use. 

We want atomic power because 
our demand for energy in this coun- 
try and in the world is increasing at 
an enormous rate, and the costs of 
producing such fuels as oil and gas 
will steadily rise as the supplies 
dwindle. We will need a supplemen- 
tary source of energy, and to be 
ready when the time comes we must 
push ahead now. 

We need atomic power because 
atomic fuels are virtually weightless 
fuels. They can be taken anywhere 
in the world—to the source of the 
raw materials upon which industries 
are based—to deserts, to mountains, 
and to islands. 


(Continued on page 44, column 1) 
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A Big Bank's Experience 
with Interim Financing 


How it regards this type of lending which has been pretty important to mortgage bankers 
in recent years, what it expects from its clients and how it handles this sort of business— 
all told here to reflect the experience and thinking of a large institution in interim financing. 


COMMERCIAL bank is not the 
A free agent one might expect it 
the conduct of its lending 
In addition to the obvious 


to be in 
business. 
duty imposed upon it of safeguarding 
its depositors’ funds, it is subject to 


many legal restrictions and _limita- 
tions—and nowhere are these limita- 
tions more important than in the 
field of real estate lending. Among 
the restrictions or limitations which 


national banks must consider are: 


>> The maximum ratio of a loan to 
appraised value of real estate by a 
bank is 50 per cent for a 
to exceed five vears, or 60 


national 
loan not 


per cent for a loan not to exceed 10 


vears, but then only if the loan is 
subject to regular amortization pay- 
‘nents sufficient to retire at least 40 


per cent of the original principal bal- 


within the ten-year maximum 
period. Such limitations on the ratio 
of loan to valuations do not apply to 
FHA or VA mortgages the 


guaranty is for at least 20 per cent of 


ance 


where 


the loan. 


>> The aggregate of all real estate 
mortgage loans held by a national 
bank cannot exceed the total of its 


capital stock plus unimpaired surplus, 
or 60 per cent of its time and savings 
deposits whichever is the greater. This 


provision is not too restrictive. how- 


ever, aS most commercial banks in- 
vest principally in U. S. Government 
loans 


obligations and commercial 


not in real estate loans. 


>> A national bank may make loans 
based on real estate as collateral for 
construction purposes, which are ex- 
empt from the ratio of loans to ap- 
praised value for a period not to 
exceed six months, but only on resi- 
dential or improved farm properties, 
provided the total of such loans does 
not exceed 50 per cent of the bank’s 
capital. At the end of the six months, 











must conform in 


loan 


however, the 
all respects. 


>> A standard limitation on all loans 
not just real estate loans) is that the 
total loans made by a national bank 
to any one borrower may not exceed 
10 per cent of the bank’s combined 
capital stock and surplus subject to 
certain exceptions. The penalty for 


making an excess loan to any one 
borrower is that the directors are 
held personally responsible for the 


entire amount of the loan and not for 
just the excessive portion. 


By BENTLEY G. MeCLOUD, JR.—_ 


Vice President, First National Bank of Chicago 
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>> A national bank may not take a 
participation in a real estate loan 
once made, but can purchase the 
entire loan if it desires. This regula- 
tion is quite important because it is 
customary for the banks in smaller 
cities, which have relatively low legal 
loan limits, to sell the excess portions 
of their loans to their correspondent 
banks in the larger metropolitan areas. 

I know of one case where a bank 
believed itself exempt from the 10 
per cent loan limitation on a FHA 
608 (because of the progress insur- 
ance), opened a loan and was almost 
to its legal limit when it learned that 
the 10 per cent limitation applied. 
At this point, it wished to sell us a 
participation in the loan, but we were 
advised by the Comptroller of the 


Currency that this should not be 
done. We did not feel justified in 
purchasing the entire loan as_ the 


project was remote from Chicago and, 
accordingly, we did not wish to as- 
sume the obligations imposed upon 
us as mortgagee. This bank however 
managed to work out of the situation 
difficulty. 

The penalty for taking an illegal 
participation can result in forfeiture 
by the bank if its right to do business, 
director of the 


with some 


in which case each 
bank who approved the loan is held 
personally liable for damages. 

From all this, it is 
national banks are at some 


obvious that 
disadvan- 
mortgage 


tage in the conventional 


cause the 


market, where state banks and life 
insurance companies, which are regu- 
lated by state authorities, may make 
loans up to 6634 per cent of ap- 
praised value and where savings and 
loan associations may make loans up 
to 80 per cent of residential appraisals. 
Partly because of these limitations 
and partly as a matter of internal 
bank policy, our own institution in- 
vests a far larger portion of its avail- 
able time and savings funds in cor- 
porate term loans repayable over a 
one to five-year period, rather than 
in mortgage loans. Our present term 
loans approximate $450 million 
roughly the amount of our total sav- 
ings accounts), while our real estate 
loan portfolio approximates only $38 
million. 


Commercial loans to mortgage 
bankers for interim financing pur- 
poses, although indirectly secured by 
some type of real estate collateral, 
are not classified as real estate loans 
and are exempt from many of these 


restrictions on real estate lending. 
“Interim financing” and “ware- 
housing,” as we interpret these terms, 


should be defined. Interim financing 
is furnishing mortgage funds pending 
completion of a mortgage package for 
delivery to a long term investor, while 
warehousing is funds to 
carry completed mortgages either be- 


furnishing 
long term investor is tem- 
porarily short of cash or because no 
permanent investor has yet been found. 
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commercial banks use the 
terms interchangeably, but we feel 
there is a real difference. Our view- 
point is colored by the fact that prac- 
tically all of our activities have been 
restricted to interim financing on both 
completed. and uncompleted build- 
ings. Loans to mortgage bankers for 
construction financing involve many 
risks not present in financing mort- 
gages on completed buildings, but 
with only a few exceptions, we have 
been willing to handle both types for 
mortgage banker customers. 
We entered this field of interim 
financing in 1940 with only three 
mortgage banker customers and now 
handle 23 active borrowing accounts. 
During this period we have cleared 
through our regular collateral ar- 
rangements a total of approximately 
$350 million in mortgages, including 
approximately $30 million of 608, 
207, 213 and Title VIII projects, and 
to date have not sustained any loss. 
Many of the larger Eastern banks 
have been much more active in fields 
of interim and warehousing financing 
but our Illinois mechanics lien law is 
quite severe and makes it imperative 
that we screen our credits carefully 
and adopt a conservative approach, 
especially in construction financing. 
We have always set our interest rate 
to our mortgage banker customers 
below that which they can charge on 
the mortgages, thus enabling them to 
obtain a differential and benefit their 
This differential has been 


Many 


our 


earnings. 
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narrowing in the past three vears due 
to the general increase in the short 
term bank rates which has not been 
accompanied by a commensurate in- 
crease in the FHA and VA mortgage 
maximum loan rates. Today we are 


charging our mortgage banker cus- 
tomers only % pet 
90-day prime bank rate whereas three 


years ago this differential was 1/2 pet 


cent above the 


cent. Our general procedure in lend- 
ing to our mortgage banker customers 


is substantially as follows: 


Our loan is evidenced by the direct 
note of the mortgage banker, secured 
mortgage note indorsed 
in blank, (b) the 
mortgage instrument accompanied by 


by (a) the 


to us or indorsed 


an unrecorded assignment (except 
where a Trust Deed is used), (c) a 
title guaranty policy or satisfactory 


either of which may be 
a preliminary 


a copy ol the per- 


abstract, 
preceded by opinion 
of attorney, (d 
manent investor’s purchase commit- 
ment, (e) evidence of insurance cov- 
erage and (f) such other instruments 
as may be required to complete the 
mortgage package for delivery to the 


long term investor. 

In the case of FHA or VA loans, 
we also obtain the FHA commitment 
to insure or the VA certificate of rea- 
sonable value. Upon completion we 
require the FHA indorsement or the 
VA We re- 
quire the actual physical possession 


certificate of guaranty. 
of all of the foregoing documents o1 
an Agreement to Pledge those docu- 
ments with the 
understanding that the basic instru- 
hands within 


which are missing, 


ments must be in ou 
the 10-day period within which our 
Agreement to Pledge is effective. 

In the case of a construction loan, 
we require a special certification by 


our mortgage banker customer as to 
the paid out value of the loan, which 
that the 


undisbursed portion of the mortgage 


also contains an assurance 
loan is sufficient to complete construc- 
tion in accordance with tue plans and 
specifications, free and clear of liens. 
We 
trust receipts so that various papers 


generally accept our customers’ 
originally deposited with us as col- 
lateral may be withdrawn for amend- 
ment, final indorsement, final delivery 
to the permanent investor, or other 
reasonable purposes. We do not insist 
that the make direct 


investor pay- 


ment to us, but instead allow the 
payment to be made to our mortgage 
banker customer who, in turn, pays 
off his loan. Other banks have dif- 
ferent procedures. Some do not re- 
physical 
the mortgage papers, 
thereof accept a trust receipt. 

At least bank 


ployee of the mortgage 


actual possession of 


but in lieu 


quire 


names an em- 


banker as 


one 


“escrow agent” and carries this indi- 
vidual on the bank’s payroll in an 
attempt to protect itself under its 
fidelity Thus, the 
documents are never delivered to the 
bank and the loans are supported by 
summary” received from 
the “escrow agent.” When the mort- 
gage loan is delivered to the perman- 
ent investor and payment is received, 
the payment is handed to the bank’s 
“agent” who then pays off the bank 
loan. 

Other banks 
small legal loan limits 


bond. mortgage 


“collateral 


usually because of 
have all mort- 
gages their mortgage 
banker customer written in the bank’s 
name, thus spreading the loans over 


originated by 


a number of different borrowers and 
raising their lending limit. Of course, 
such an arrangement would subject a 
conventional loan to the real estate 
regulations mentioned earlier. Usu- 
ally under this type of arrangement, 
the investor’s commitment provides it 
may be assigned to the bank and some 
type of basic loan agreement outlines 
the duties to be performed by the 
mortgage company. 

Certain banks, which may or may 
not be providing interim financing, 
will commit for a fixed period of 
time to purchase mortgage loans upon 
completion, usually at a substantial 
discount. Their agreement with che 
mortgage banker usually provides that 
the latter may repurchase the mort- 
gages within a certain period and 
sell them elsewhere at a better price. 
On failure to exercise this repurchase 
privilege within a fixed time period, 
the mortgage becomes the final prop- 
erty of the commercial bank at the 
discount price. 

We have serious reservations as to 
the financing arrangement permitting 






Orlando 


investments. 


the center of the vast citrus 
within a 75- 
Cattle raising pe 
manufacturing have also increased 
the effective buying power of this 
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consider Central Florida for 


in 





x 


We have F.H.A. mortgages to meet your re- 
quirements — efficient servicing facilities, backed 
by years of mortgage loan experience. 


MORTGAGE LOAN DIVISION 


AMERICAN 


FIRE AND CASUALTY COMPANY 








HOME OFFICE - 


34 THE MORTGAGE BANKER « September 1953 


ORLANDO, FLORIDA 


the mortgage banker to issue only a 
trust receipt for the documents with- 
out ever giving actual physical pos- 
session to his banker. Since at best 
using trust receipts involves highly 
technical procedures, any questions on 
the matter ought to be determined 
by local counsel. We do not condone 
the practice in Illinois. Further, we 
do not favor the procedure of naming 
one of the mortgage banker’s em- 
ployees as the bank’s “escrow agent.” 
General questions of conflicts of in- 
terest and proper dominion and con- 
trol of collateral negate the value of 
such a procedure and in our opinion 
render this procedure too uncertain 
for general use. 


Most banks lend money on a com- 
bination of the borrower’s credit 
standing and the quality of the col- 
lateral offered, with considerable em- 
phasis on the former. In interim 
financing, there has been quite a con- 
servative attitude adopted by Midwest 
banks as compared to the banks in 
other parts of the country. In the 
Midwest many banks limit the aggre- 
gate amount of bank credit available 
to a mortgage banker to five or six 
times his working capital and some 
restrict this to three or four times. 
In other sections of the country, 
mortgage companies may borrow up 
to 10, 12 or even 15 times their work- 
ing capital, and I understand that the 
national somewhat 
seven times. 


average is ove! 

In the Midwest only a few mort- 
gage companies are permitted to bor- 
row on an unsecured basis, whereas 
this practice is fairly common else- 
where. When credit is 
available to the mortgage banker, the 
amount extended is usually limited 
to 60 per cent to 75 per cent of the 
borrower’s working capital. It ap- 
pears to me that where unsecured 
credit is extended in these propor- 
tions when the limit is exceeded, the 
bank should insist that all borrowings 
be secured. I do not believe it fun- 
damentally sound to permit the mort- 
gage banker to secure only that por- 
tion of his borrowings in excess of 


unsecured 


his unsecured borrowing limit. A 
number of mortgage companies have 
temporarily increased their borrowing 
capacity by the sale of preferred stock 
which may be retired when their peak 
financing period is past. Some have 
also borrowed temporary working cap- 





ital from private sources on the basis 
of notes which are, and should be, 
subordinated to bank borrowings. This 
latter procedure has been adapted 
from a practice which is rather com- 
mon among finance companies. 

Most banks will require from their 
mortgage banker customers rather 
complete independent audit reports 
for the banks’ periodic credit analy- 
ses. It is most desirable in this rather 
specialized field of accounting that 
the auditor discuss with the banker 
the type of information the banker 
considers necessary and the manner 
in which it should be presented. We 
have occasionally received audit re- 
ports by nationally known accounting 
firms which reflect a surprising ig- 
norance of the business and the oper- 
ations of mortgage bankers. 

We feel that undisbursed liability 
in connection with mortgages which 
are being processed should be set forth 
either as a liability or netted against 
the par value of the mortgages on 
the asset side of the statement. If 
you are handling construction loans, 
we feel it most desirable that your 


annual audit contain a schedule set- 
ting forth the amount, month by 
month, which you estimate will be 
paid out on account of mortgages in 
process. This schedule of estimated 
disbursements should enable you to 
know when your peak borrowings will 
occur and to make your plans accord- 
ingly. It is also desirable for your 
bank to know what portion, if any, 
of your total mortgages are not cov- 
ered by investor’s take-out commit- 
ments. This should apply not only 
to your mortgages in process, but also 
to your forward commitments. 

One of the assets which usually is 
undisclosed is the esimated amount of 
your deferred interest participations 
on your servicing portfolio. This 
could be a most important factor in 
your bank’s analysis of your credit 
and we feel you should make your 
banker aware that there is this addi- 
tional anticipated income to be re- 
alized in future periods. If you do 
not choose to disclose the exact 


amount of your mortgage servicing 
portfolio and. the average fee which 
you derive from this servicing func- 
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tion, you should at least inform your 
bank as to the amount which you ex- 
pect to collect from this source within 
the next 12 months. The ethics of 
the banking fraternity are, in many 
respects, similar to those of the legal 
and medical profession in that your 
operating practices and financial fig- 
ures are held in strict confidence and 
should never be disclosed except with 


your prior approval. 


You're as Safe as Your Appraisal 


\ well informed banker is always 


aware of certain inherent risks in- 
volved in extending credit to mort- 
gage bankers and it is his duty to 


measure and minimize these risks to 
the fullest extent possible. Again, the 
commercial bank is loaning or in- 
vesting its depositors’ funds, a great 
portion of which are payable on de- 
mand, these representing the check- 
ing accounts. 

We feel that our loans to mortgage 
bankers are safe only to the extent 
that your own lending and appraisal 
What to 


risk to be assumed 
attractive 


policies are safe. you may 
seem a calculatec 
the likelihood of an 


profit might seem to your banker un- 


with 


reasonably hazardous when compared 
to the rate of interest return he mav 
loans to your com- 


realize from his 


pany. 

We do not feel, for example, that 
which 
into a speculative joint venture with 


a mortgage company, enters 
a builder to develop a housing proj- 
ect, should expect his bank to assume 
any portion of those financial require- 
ments. In a typical case, a mortgage 
might the 


equity money for the acquisition of 


banker advance some of 


land, streets, and underground im- 
provements in the expectation that 
the builder will complete the houses 
within the original cost estimates and 
sell them at a profit sufficient to re- 
pay the advances made by the mort- 
We feel that if a mort- 


wishes to 


gage banker. 
gage banker into a 
venture of this type, he should use his 
own capital for this and 
should realize that it may be tied up 
for an unreasonably long period of 


enter 


pul pose 


time, thus curtailing the amount of 
business he could finance on an ar- 
rangement satisfactory to his bank. 

Most of our mortgage banker cus- 
tomers do not follow this practice of 
assuming a joint venture interest with 


a builder. In reviewing the collateral 
submitted to us by our mortgage 
banker customers, we scrutinize the 
type of investor’s commitment sub- 
mitted and the collateral 
most carefully. 

We prefer that the purchase com- 
mitment cover a specific property and 
borrower and that it afford ample 
time to make delivery before the ex- 
piration date of the commitment. A 
back-to-back commitment should be 
required where the original commit- 
ment is from an investor whose net 
worth is limited. On FHA operative- 
builder loans, we insist that the com- 
mitment from the investor be so 
worded that delivery of the operative- 
builder mortgage could be made if 
the house is not sold to an acceptable 
buyer within a desirable period of 
time. We do not accept the so-called 
FHA conditional commitment to in- 
sure upon completion of the property 
and the thereof to an owner- 
occupant whose credit standing meets 
their approval. If the not 
sold, final insurance is held up by the 
FHA and the mortgage note is not 
vood delivery the 


mortgage 


sale 


house is 


under investor’s 
commitment. 

The Uniform Trust Receipts Act, 
with amendments, has 
been adopted by 32 states and terri- 
tories and there is no doubt that a 
trust receipt is a valuable instrument 
of finance. Typically, a mortgage 
banker’s method of operation involves 
the use of trust receipts so that cer- 
tain documents withdrawn 
from time to time. Since the security 
interest afforded the bank by a trust 
receipt may be defeated by fraud on 
the part of the borrower, it 
quite obvious that a bank should not 
extend credit to a 
moral fiber is subject to question. We 
insist that a trust receipt be satisfied 
within a reasonable period of time, 
certainly not longer than 30 days. 


various local 


may be 


seems 


customer whose 


Loose Policies Creep In 


We have found that some mortgage 
bankers, when business is rather slow, 
have adopted some rather loose or 
unsound policies in respect to loaning 
certain favored builders. They tell us 
that they are required to pay out at 
earlier stages of construction more than 
would normally be their custom. They 
may also have so much confidence in 
a particular builder that they permit 
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him to make periodic draws for con- 
struction purposes without submittiny 
waivers of lien from sub-contractors 
and materialmen. In some cases, they 
may forego inspection in the light of 
past satisfactory experience. We feel it 
desirable that physical inspections be 
made by the mortgage banker’s rep- 
resentative periodically and that these 
inspectors should be rotated. We know 
of one instance where a very reputa- 
ble firm sustained considerable finan- 
cial loss due to collusion on the part 
of their inspector with a particular 
builder. Although the inspector was 
bonded, the insurance company has 
denied liability stating that the prac- 
tice resulting in boss to our customer 
was the result of bad judgment on the 
part of the inspector, rather than 
actual collusion. This case is still 
being litigated. We feel that while it 
may be permissible for a builder to 
number of houses specula- 
sale, the mortgage banker 
supplying his requirements should in- 
sist these be held to a_ reasonable 
number. In the Chicago area most 
speculative builders find it difficult to 
obtain interim financing from their 
mortgage bankers unless they can 
show a very substantial worth, thus 
minimizing the risk of loss. 


put up a 
tively for 


They Check Periodically 


For several years we have periodic- 
ally sent trained bank representatives, 
who are familiar with the mort- 
gage banking business, into our mort- 
gage banker customers’ offices to make 
spot checkings of our collateral. At 
that time, they analyze the mortgage 
loans pledged with us as collateral to 
determine that the unexpended por- 
tion is sufficient to complete accord- 
ing to specifications and that all dis- 
bursements are properly authorized. 
Our representatives are critical of 
situations which occur where one man 
handles all negotiations with a par- 
ticular builder securing construction 
financing. Further, our representa- 
tives attempt to satisfy themselves 
that our mortgage bankers are con- 
ducting their business on a sound 
basis. We have the benefit of com- 
parison by reason of our knowledge 
of what other customers 
doing, and when we see certain prac- 
tices which we know should be dis- 
couraged, we attempt to guide our 
customers’ thinking to minimize the 


our are 


risk of loss to themselves and to the 
bank. 

If we discover a situation where a 
particular mortgage loan has an un- 
disbursed balance insufficient to com- 
plete the job according to specifica- 
tions, we call in our customer and 
tell him that this mortgage collateral 
is no longer acceptable to us, and 
that either additional funds must be 
depdsited by the owner or mortgagor, 
or the loan removed from our collat- 
eral within a reasonable period of time. 

What are the advantages of this 
type of interim lending to your com- 
bank? Generally speaking, 
mortgage bankers are sub- 
ject to somewhat higher rates of 
interest than that paid by the na- 
tionally known companies who bor- 
row unsecured only for short periods 
of time. Thus the return on the 
bank’s funds can be quite attractive. 
Today most banks are rather fully 
loaned up because of the terrific de- 
mands for credit. In the past, how- 
ever, when banks were actively com- 
peting for desirable business, the loans 
to mortgage bankers were particularly 
attractive, since the bank could ear- 
mark that portion of its assets avail- 
able for such lending and keep it 
rather fully employed. 
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loans to 
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District of Columbia 


Commercial banks of the country 
have an obligation to themselves and 
to the community to make possible 
desirable new construction, either for 
residential, commercial or industrial 
purposes. We have found consider- 
able satisfaction in providing the in- 
terim financing on large housing proj- 
ect type loans, as well as shopping 
centers and factory buildings. Cer- 
tainly anything which benefits the 
community is desirable for the com- 
mercial bank, which can grow and 
prosper only as the community grows 
and _ prospers. 


>> BIRTHDAYS: It’s MBA’s 40th 
and FHA’s 20th. Over the years it 
has been active, FHA wrote insurance 
aggregating nearly $31 billion which 
has been reduced through termina- 
tions and amortization, leaving in 
force insurance on mortgages and 
loans with outstanding balances esti- 
mated at $16.5 billion. 

Most of the property improvement 
loans covered by FHA insurance have 
been used to improve single-family 
homes. The average loan insurance in 
1952 had net proceeds of $567 and a 
term of 31 months. 


FHA expenses are paid out of fees, 
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premiums, and income on investments 
in Government obligations. The 
earned surplus and statutory reserves 
of the agency on April 30, 1953 (not 
including the contribution of the Gov- 
ernment) amounted to about $305 
million. These reserves include $65 
million available for distribution to 
mortgagors who complete payments 
on mortgages assigned to mutual 
mortgage group accounts with favor- 
able loss experience. 

“The problems confronting us most 
insistently today are not the ones that 
faced us with the greatest urgency 19 
years ago,” said FHA Commissione: 
Guy T. O. Hollyday. “Then the whole 
machinery: of home building, home 
repair, and home financing had slowed 
almost to a standstill, and our chief 
problem was to get it in motion again. 
Today’s major housing problem is one 
of orderly, co-ordinated development. 
As we open up new residential areas 
we must also look to the preservation 
and improvement of the existing in- 
ventory—the protection of neighbor- 
hoods against decay, the rehabilita- 
tion or conversion of structurally 
sound but functionally obsolete hous- 
ing to make it suitable for present-day 
requirements, and ultimately the rec- 
lamation of blighted areas and slums.” 





DOUBLE PROTECTION 


for Mortgage Investments 


I. PROTECTION for Closings through our Bonded Closing Attorneys 


2. PROTECTION for Investments through Title Insurance 


TITLE GUARANTEE COMPANY 


BALTIMORE, MARYLAND 


Title Insurance in the following States 
Marvland 
Mississippi 

North Carolina 
South Carolina 


PROTECTION 





Texas 

Utah 
Virginia 
West Virginia 
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The Slightly Dissentin 
of SHOPPING 


of ARTHUR 





HE term “shopping center,” as is 
commonly used today, is actually 
define a shopping 


a misnomer. ( I 
center as “a modern, properly 
planned, self-contained shopping de- 
velopment, comprising a group of no 
less than 40 to 50 stores, anchored by 
one or more major department stores 
which, together as an integral unit 
or organism, offers a wide selection 
of all types of merchandise and serv- 
ices, in all price ranges to adequately 
It should 


include free, adequate and convenient 


serve a major trading area. 


parking facilities and be easily acces- 
sible by vehicular as well as public 
transportation from roads and high- 


ways, providing satisfactory ingress 
and egress, without traffic congestion, 
providing in effect what may be 


termed a ‘one stop shopping facility.’ 
It should be properly landscaped, 
with emphasis on charm and appear- 
ance, and offer the maximum shop- 
ping convenience to the buying public, 
which all adds up to make shopping 
an exciting and pleasant experience.” 

These are the ingredients that make 
the cash registers ring in a successful 
shopping center. There is no question 
but that a true shopping center must 
olf stores to 


have a sufficient numbet 


carry a full selection of all types of 


merchandise with a wide range of 
prices so as to cover all income seg- 
ments within its trading area.) I be- 
lieve 70 stores are better than 60: and 
60 better than 50, although I am 
convinced that some of the planned 
that the 
convenience of shopping and com- 
when the 
Balance is of the 
greatest importance. 


The 


centers are too large and 


pactness are lost size be- 


comes too great. 


actual parking requirements 


for a large regional shopping cente1 
are still to be proven. The necessity 
or practicality of parking 6,000 to 
10,000 cars at one time in any devel- 
may be considerably over- 
emphasized. One can park 100,000 
cars at one time in parts of the Ne- 
vada Whether the highways 
or byways can accommodate them is 
a different matter. 


opment 


desert. 


the Shopping 
contro- 


This phenomenon 
Center — has created more 
versy and difference of opinion than 
that of any other phase of the real 
estate business. Opinions are so varied 
and the experts on the subject so 
few that to say it is misunderstood 
by many is an understatement. 

In the last few years hundreds of 
actually 
strip developments ) and 
are being built throughout the coun- 
try, and hundreds more are in the 
Thus, groups of 
stores, regardless of number, have 
coined a new and apparently popular 
name—Shopping Center. For every 
one that succeeds it is conservative to 
state that fifty will fail. 


so-called shopping centers 


have been 


planning stage. 


Many builders and developers of 
shopping centers are naive or ignorant 
of the tremendous hazards and reper- 
cussions that are inherent in this type 
of development. In Chicago, for ex- 
ample, we have one of the country’s 
most highly intensified systems of re- 
tailing spread throughout our resi- 
dential areas. We have 103 outlying 
business districts, all well established 
for many years, of which 84 do from 
$10,000,000 to $150,000,000 per year; 
19 do $10,000,000 on year. 
The investments in these already es- 
tablished business districts are of as- 
tronomical proportions, divided among 


less pet 
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RUBLOFF—— 


g Opinion 
CENTERS 






the financial institutions which own 
either the mortgage or the property, 
private investors, and merchants of all 
kinds who form the backbone of these 
business sections. These areas are con- 
fronted with ever-increasing taxation, 
mounting costs of doing business and 
other economic factors. They carry 
the largest share of the tax burden 
of the residential areas surrounding 
them. 

Frankly, we have built without re- 
gard to planning or judgment and we 
are over-stored. The outlook, as far 
as the commercial store market is con- 
cerned, is not too pleasant. We do 
not need more stores in this country— 
what we need are better stores. The 
crux of the problem is that there is 
just so much spendable income in any 
given municipality. More stores and 
more centers—whether individual ot 
grouped to form shopping centers or 
strip developments and competitive to 
already established business areas—are 
not warranted. The end result is ob- 
viously a division of sales or dollars, 
which ultimately will not be sufficient 
to support either or both. 

The lending institutions are, I’m 
afraid, as much to blame as the de- 
velopers, builders or real estate pro- 
fession, because without mortgage fi- 
nancing there could be no new stores 
or no new shopping centers. It would 
seem axiomatic that an insurance 
company, with substantial interests or 
mortgage holdings in already estab- 
lished business districts, would be the 


last one to undermine the solidity of 
their investments by making it possible 
for competitive large scale centers or 
strip developments to be financed and 
built. 


The word got around in the early 
stages of this phenomenon that the 
developers were successful in securing 
full financing on many types of strip 
developments and shopping centers— 
and this started the boom on the East 
and West coasts. Some companies 
rescued the developers, while others 
made substantial investments on a 
purchase and lease-back arrangement. 
As time passes I believe their thinking 
will change considerably. The over- 
all picture of the future financing of 
these developments may be difficult at 
best. Several projects are in financial 
difficulty at the moment. A great 
many others have been unable to se- 
cure financing on any basis. Few if 
any of these so-called strip develop- 
ments are not for sale and are being 
offered immediately upon completion 
at returns averaging from 7 to 8 pet 
cent. This may appear ridiculous on 
the surface but there are more buyers 
than sellers. The insurance companies 
have siphoned off a tremendous 
amount of commercial real estate 
from the market for their investment 
portfolios — approximately $1,000,- 
000,000 in commercial and industrial 
properties. Their entire holdings at 
the end of 1952 were estimated at $1,- 
868,000,000 —- or more than twice the 
value of their holdings in 1945. This 
obviously has created a seller’s market. 

There are not fifty cities in Amer- 
ica that need or can stand a major 
regional shopping center. Basically, 
there are three fundamental factors 
to be thus considered: 
>> The absolute proven need for the 
facility. 
2> The proven spendable income to 
support it. 


>> We cannot and must not compete 
with already established business areas 
which are already carrying the over- 
taxed burdens of entire communities 
which they serve. 

City planners and private interests 
should and can improve the already 
existing areas as it relates to conges- 
tion and parking facilities. Chicago is 
developing a program now to rejuve- 
nate a large number of our outlying 
business areas which is simple, prac- 


tical, within the realm of accomplish- 
ment and tremendously interesting. 
From the figures and information I 
have, many of the lease transactions 
concluded in Chicago and elsewhere, 
disclose that the bell-wether tenants 
are paying as little as $1.00 per square 


additional costs are involved, despite 
the importance of these services to the 
success of any shopping center. 

The real estate man or developer 
is, I’m afraid, to blame for this—it 
wasn’t and still isn’t easy to attract 
tenants to these types of develop- 








If the dissenting opinion of Mr. Rubloff’s about certain aspects of 
the development of the shopping center appears a little gloomy, it 
isn’t because he has wholesale reservations about these projects. He 
hasn’t, as his Evergreen Plaza development in Chicago shows. He 
spent ten years searching for the location, one where 300,000 people 
live within a ten minute radius. He spent five years assembling 176 


very costly,” he says. 





parcels of land resulting in about 28 acres 


“a back-breaking task and 





foot as a basis of minimum guaran- 
teed rental against percentage rates 
far below anything justified or experi- 
enced to date, on improvements cost- 
ing from $12.50 to $16.00 per square 
foot, before giving effect to the tre- 
mendous cost of underground facili- 
ties and of parking areas, and thei 
maintenance, to which most tenants 
appear to be completely indifferent if 


ments. Each one becomes in his own 
mind an anchor tenant—chain or in- 
dependent. Many inducements were 
offered to tenants in the form of lower 
percentage rates, without minimum 
guaranteed rentals or with low mini- 
mums. In many cases completely fix- 
tured stores are offered, or what is 
known in the trade as “turn-key jobs.” 


If this practice continues, it could 
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very well give many of the national 
chains as well as independents a dif- 
ferent perspective as to how much 
lower their rents ought to be, and it 
could apply to their thinking in our 
already established business areas as 
well. If this the future ol 


commercial real estate is obvious. 


follows. 


Great Public Acceptance 


With the high cost of doing busi- 
ness, merchants have been prone 
whether justified or not — to consider 
these offers on lower percentage rates 
inducements to locate in 
many 


and other 
the peripheral areas. In 
they are so confused that they have 
decided perbaps it is better to attempt 
to compete with where 
they are already located in established 


cases 


themselves 


business areas because of the induce- 
ments offered, than perhaps to lose to 
competitors some added volume of 


business. Thus it would seem to me 


the continued building of countless 


strip developments that are mush- 


rooming throughout our cities is a 


tragedy of greatest concern: and in 


many instances will eventually lead to 





blight or disintegration of many of 
our commercial areas, both new and 
old. 

The experience in shopping centers 
is entirely new and many mistakes 
have been made, and will continue to 
be made. The phenomenon started 
with the so-called super mart which, 
of necessity, located large operations, 
as compared to the original conven- 
tional type of grocery store, in second- 
ary or peripheral locations — first as 
an experiment, and then, when proven 
successful, adding limited parking fa- 
cilities as an added convenience. 

With the tremendous public accept- 
ance of this type of operation, they 
attracted a few additional stores in 
other lines, which in effect created 
nothing other than a strip develop- 
ment now called a shopping center. 
It is unfortunate that merchants do 
not that the super market, 
while generating fantastic volumes, do 
not complement or benefit other types 
of business —— and this is in no way a 
derogatory reflection on super mar- 
kets. When women get through shop- 
ping in super markets, they are loaded 
with bulky purchases. Their principal 


realize 
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desire is to reach their homes and un- 
burden themselves. Consequently, thes 
are not ready customers for other 
goods or services. 


Easy Financing Did It 


With spendable income and employ- 
ment at the highest levels in history, 
the demand for living facilities, both 
rental and self owned, increased to 
such proportions that it necessitated 
an exodus to the peripheral, outlying 
suburban areas of our various cities 
throughout the country. Here, land 
was available at low cost in acreage 
or large parcels suitable for mass con- 
struction of homes at moderate prices. 
Building was made possible by easy 
financing. As the building boom con- 
tinued in these outlying areas, so did 
building of commercial properties fol- 
low, at first consisting of so-called 
small strip developments and then in- 
creasing in size and proportion to 
what are considered to be major re- 
gional shopping centers with parking 
facilities. In many builders 
erecting as few as 600 to 1000 homes, 
feel justified in building shopping fa- 
cilities. 


cases, 
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Life Company Purchases of Mortgages 
Is Up Substantially So Far in 1953 


GREAT many mortgage men will 
A find it hard to believe but more 
life insurance dollars went into mort- 
gage financing of homes, farms and 
other properties during the first half 
of this year than in the corresponding 
period of 1952, and the mortgages 
acquired by the life companies repre- 
sented a larger share of their total 
new investments than in the similar 
period of either of the past two years. 

The life insurance companies took 
on $2,144,000,000 of new 
during the six months ended June 30, 
these accounting for 30 per cent of 
new investments made by the life 
companies in that period. In the first 
half of 1952, mortgage acquisitions 
were $1,973,000,000, or 27 per cent 
of new investments. In 1951, the 
mortgages acquired by the life com- 
panies in the first six months totaled 
$2,915,000,000, but represented only 
26 per cent of new investments. 

With mortgages, as with all invest- 
ments, the acquisitions do not all 
represent net increase in holdings, due 
to prepayments, refundings and ma- 
turities. In the first half of this year, 
the net increase in mortgage holdings 
was $976,000,000, only about half the 
total of new loans made. Two years 
ago, nearly two-thirds of the new writ- 
ings represented increased holdings. 

During the first six months of this 
year, FHA mortgages alone acquired 
by the life companies amounted to 
$443,000,000, which was about 5 per 
cent more than acquisitions of this 
type in the like period of 1952. Today, 
their FHA mortgage holdings are $5,- 
884,000,060. up $408,000.000 from a 
year ago and $4,468,000,000 more 
than in mid-1945. More than half 
a million homes have been financed 
by the life companies under FHA 
since World War II. 

Adding VA mortgages to FHA, the 


mortgages 


six-months’ acquisitions this year total 
$613,300,000,, $78,000,000 less than 
the corresponding figure a year ago. 
A decline in VA mortgage acquisitions 
is due of course to the abnormal rate 
which these loans carried and also 
partially due to the fact that demand 
for GI financing has slackened some. 
Even so, the life companies acquired 
$170,000,000 of VA mortgages in the 
first half of this year and held $3,396,- 
000,000 of mid- 
year. 


such mortgages at 

The greatest increase in new mort- 
gages since the start of this year has 
been in conventional loans, which are 
up 21 per cent from a year ago. In 
the first half of this year, the life com- 
panies acquired $1,297,000,000 of 
such mortgages, a large part of which 
cover homes, though they include all 
commercial and industrial mortgages 


Life Insurance Financing of 


Mortgages Up Sharply Since Wai 
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also. Total holdings of such mort- 
gages at mid-year were $11,145,000,- 
000, up $1,209,000,000 from a year 
ago. 

Farm mortgages written by the life 
companies in the first half of this 
year amounted to $234,000,000, up 11 
per cent from a year ago, and total 
farm mortgage holdings on June 30 
were $1,771,000,000. 

Life company holdings of mort- 
vages on June 30 totaled $22,221 ,000,- 
000, the Life Insurance Institute says. 
This is an increase of $15,600,000,000 
since the end of World War II and 
represents nearly 30 per cent of total 
life insurance assets. 

More than half of the mortgages 
held by the life insurance companies 
are on 1-4 family residences. The 
increase since World II in the financ- 
ing of such housing units by the life 
companies has been nearly $10,000,- 
000,000. Today’s aggregate is five 
times the 1945 figure. 


>> FOR THE FUTURE: The day 
may not be far distant when insur- 
ance companies will grant rehabilita- 
tion loans, Architectural Forum says. 
Milford A. Vieser of Mutual Benefit 
Life Insurance Co. declares that “in- 
surance lenders will probably have to 
work downward into rehabilitation; 
begin with loan policies to conserve 
sound but aging properties, then to 
upgrade fringe properties, then try 
rehabilitation loans.” 

A joint insurance industry commit- 
tec of the Life Insurance Association 
of America and the American Life 
Convention has been appointed to 
study special mortgage problems con- 
nected with loans on older houses. 
The same committee is studying the 
feasibility of rehabilitation loans in 
deteriorated areas. 
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Joshua I. Miller, formerly man- 
ager of mortgage loans, Citizens Bank 
of Maryland, has joined The Carey 
Winston Company, Washington, D.C., 
as vice president and manager of 
mortgage loans. He was a former stu- 
dent at the MBA Seminars at North- 
western University. 

George J. Bender, vice president, 
The Brooklyn Savings Bank, has just 
been elected a trustee. Mr. Bender 
became mortgage and real estate of- 
heer in September 1945, having previ- 
been resident attorney. He is 
chairman of the Property Owners 
Association of New York State. 


ously 





W. L. Robinson 


Geo. J. Bender 


Appointment of William Loren 
Robinson as general manager of Mal- 
colm MacDowell and Associates, Inc., 
Malcolm 


He had been associated 


Detroit, was announced by 
MacDowell 
for the past three years with the law 
firm of Cook, Beake, Miller, Wrock 


and Cross. 


John E. Griffith, former controller 
of Reynolds Metals Co., has joined 
Phoenix Title and 
president and assistant 
Charles W. Mickle, president, an- 
nounced. Willard B. Fleming, chief 
regional VA attorney since 1948, has 
been appointed title officer. Governor 
Pyle of Arizona named five members 
to the 
ployees retirement 


Trust Co. as vice 
treasurer, 


State 
among 
them Charles S. Voigt of Phoenix 
litle’s securities division. 


recently activated em- 


board, 


Julian J. Rothbaum, president, Ju- 
lian J. Rothbaum & Co., Inc., Tulsa, 


“PEOPLE ND EVENTS 


(7 mn TS 


has been elected president of Okla- 
homa MBA. Dale C. Chegwin, vice 
president, Oklahoma Mortgage Com- 
pany, Inc.. Oklahoma City, was 
elected vice president and Russell E. 
Swan, assistant manager, J. Wilson 
Swan Mortgage Company, Oklahoma 
City, was elected secretary-treasurer. 





S. C. Waugh, who has been presi- 
dent of The First Trust Company of 
Lincoln, Nebraska, is now on leave of 
absence from the company, serving 
as assistant Secretary of State for 
economic affairs. He has been suc- 
ceeded by George W. Holmes. 


Organize Arizona MBA 

Another state-wide 
ciation has been organized, the Ari- 
Bankers Association. 


mortgage asso- 


zona Mortgage 





State Highway Safety Patrolman M. R. 
Wimbish is congratulated by Gov. Hugh 
White, Mississippi, as he receives a $1650 


fellowship award from J. C. McGee, presi- 
dent of MBA member firm, Reid-McGee X 
Co. and Reid-McGee Insurance Agency. 
A. D. Morgan, administrative assistant, rep- 
resenting Col. T. B. Birdsong, head of the 
Mississippi Highway, and Howard McGee, 
vice-president of Reid-McGee, look on. 

Patrolman Wimbish will attend a nine- 
month Traffic Police Administration course 
at the Northwestern University Traffic In- 
stitute. 


Selected after competition among scores 
of applicants from police departments 
throughout the United States, Canada and 
Hawaii, Patrolman Wimbish is one of the 
31 municipal, state and county police of- 
ficers awarded fulltime Kemper Foundation 
$1650 fellowships or $500 tuition scholar- 
ships to the Institute. 
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First president is S. P. Applewhite, 
Jr., president, Applewhite Mortgage 
& Investment Company, Phoenix. 
Other founding officers and directors 
are vice president, Kenneth Brown, 
assistant vice president, First National 
Bank of Arizona, Phoenix; secretary- 
treasurer, Harry Swain, branch man- 
ager, mortgage department, Pacific 
Mutual Life Insurance Company, 
Phoenix; George V. Brandt, Jr., as- 
sistant cashier, Southern Arizona Bank 
& Trust Company, Tucson; Paul E. 
Greer, Paul E. Greer Mortgage Com- 
pany, Tucson; E. A. Marshall, presi- 
dent, Marshall Mortgage & Trust 
Company, Phoenix; Floyd E. Mc- 
Neeley, assistant vice president, Valley 
National Bank, Phoenix; C. J. Pierce, 
vice president, Standard Mortgage 
Company, Phoenix, and K. E. Potter, 
executive vice president, First Federal 
Savings & Loan Association, Phoenix. 

The organization holds regular 
monthly meetings and anticipates a 
membership of between fifty or sixty. 
The Southern California MBA’s or- 
ganization and schedule of activities 
were followed in setting up the new 
group. 





DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner’s and 
Mortgagee’s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 


TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigan 















Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 





Why MBA Membership 


Is Valuable for ATTORNEYS 


HE number of attorneys in the 

Mortgage Bankers Association of 
America as associate members has 
been steadily increasing over the years 
with a particularly rapid gain since 
World War II. Any attorney who 
specializes in, or devotes a consider- 
able portion of his time to, real estate 
practice is eligible for associate mem- 
bership. What advantages accrue to 
a practicing attorney and what bene- 
fits will he receive from associate 


membership? 


First, the Washington Office of the 
Association, under the capable guid- 
ance of Samuel E. Neel, continually 
supplies invaluable information relat- 
ing to current changes in regulations 
and directives by federal lending agen- 
cies such as the Veterans Administra- 
tion and Federal Housing Adminis- 
tration. Frequently, the information 
from the Association’s General Coun- 
sel reaches all members in advance 
of it being received from other 
sources. That service puts associate 
members of MBA in a much better 
position to advise his clients regarding 
matters of current interest involving 
federal lending agencies. It is my per- 
sonal feeling that the letters dissem- 
inated by Mr. Neel are more than 
enough to repay the cost of an at- 
torney’s associate membership. 


But advice about change in regula- 
tions and directives is not the only 
assistance the Washington Office af- 
fords. The Washington Letter enables 
an associate member to better serve 
his client because he is constantly kept 
advised of current business trends, 
changes in interest rates and the gen- 
eral condition of the money market. 

The fact that MBA has opened its 
membership to persons not directly in 
the lending field indicates its realiza- 
tion that by so doing it renders an 
additional service both to lenders as 
well as others who work closely with 
them. 


Associate membership does not de- 





Another in the series of 
articles about the advan- 
tages which MBA mem- 
bership has for the vari- 
ous classes of institutions 
and groups with an in- 
terest in the mortgage 


industry. 





By HENRY 


H. WARE, JR. 


tract at all from the value of regular 
MBA membership but rather is help- 
ful to regular and associate members 
alike. From the attorney’s viewpoint, 
it is helpful because it affords an 
opportunity for lawyers from all sec- 
tions of the country to share common 
problems in the lending field with 
one another. The addition of an At- 
torneys Division to meet at the time 
MBA conducts its meetings would 
prove most helpful in enabling coun- 
sel to provide better and more effi- 
cient service to their clients. 

Finally, the fact that counsel and 
client have the opportunity to see onc 
another and to discuss their particu- 
lar problems works toward a more 
efficiently run operation, both from 
the client’s as well as the lawyer’s 
viewpoint, and, in addition, gives 
attorneys the needed help in off- 
setting the sometimes severe compe- 
tition in: the abstract and insurance 
field. 

A representative section of the As- 
sociate Attorney Members working as 
a group can and will prove in the 
future to be of material assistance to 
the Association and its members in 
combatting unsound legislative pro- 
posals and in making recommenda- 
tions and following through to enact- 
ment of sound legislative programs. 





Attorney, Atlanta 
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MESSAGE FOR VETERANS 

(Continued from page 12) 

1. Provision could be made to give 
the Veterans’ Administrator 
greater leeway in setting inter- 
est rates so that he could be 
sure that veterans were not be- 
ing put at a disadvantage with 
other borrowers. 

A waiting policy could be fol- 
lowed on the theory that, with 
the future easing of money con- 
ditions, the 4/2 per cent rate 
will become a satisfactory mar- 
ket rate at little or no discount. 

3. The government might expand 

its direct lending program. 

Of these possible courses of action, 
the last offers the least promise of 
meeting the veterans’ loan need. In 
order to have money to lend, the gov- 
ernment itself has to borrow; and, 
considering the large amount of bor- 
rowed funds the government will have 
to have in any case, an increase in 
federal borrowing can only aggravate 
the difficulty the government will face 
both in raising funds and in staying 
within established debt limits. 

Moreover, the government cannot 
do a lending business any cheaper 
than do the mutual, non-profit sav- 
ings and loan associations and insur- 
ance companies. Whatever spread is 
normally required by these institu- 
tions between the government’s bor- 
rowing rate and the mortgage rate 
would pretty closely apply to a direct 
mortgage lending business, if the gov- 
ernment accounted for all its costs. 
To the extent to which it does not 
cover its costs (as it now cannot actu- 
ally be doing) it is granting the vet- 
erans a hidden subsidy—a situation 
which in turn increases the amount of 
funds the federal government has to 
borrow and tends again to increase 
the basic long-term rate. Direct lend- 
ing, therefore, intensifies the difficulty 
it is intended to solve. 

The possibility exists that the money 
market as a whole will become some- 
what during the remaining 
months of the year. Therefore, if 
nothing at all is done about the vet- 
erans’ loan program, there is a chance 
that the present discount rates will 
diminish, and that money will be- 
come more widely available. 

While this possibility exists, it is still 
a possibility rather than a certainty 
that may confidently be relied upon. 
it continues to leave the 
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veterans’ loan program in a position 
where it might again be squeezed if 
the demands for money greatly in- 
crease in the future. The only real 
insurance against this would be 
broader authority in hands of the 
Veterans’ Administrator to modify in- 
terest rates as conditions in the market 
change in one direction or the other. 

The problem is not simply one of 
providing all the mortgage money 
that may be wanted. Tied up with it 
is the very serious question of whether 
or not this country is to have a rela- 
tively free economy, the growth of 
which can be assured by the increas- 
ing resources of its people. This is a 
question of whether or not the veteran 
as a saver and tax payer is to be pe- 
nalized by the veteran as a borrower. 

There are today over 17 million 
veterans of World War II and subse- 
quent service. These veterans. now, 
and even more so in the years ahead, 
comprise not only a large part of the 
working force of the nation but also, 
by reason of age and earning power, 
the most vital part of that force. Not 
only will they be the ones who must 
pay the bill for federal programs but, 
through their savings, they must sup- 
ply the funds needed to keep a pri- 
vate economy strong. A_ veterans’ 
loan program that makes it more 
difficult for veterans to perform these 
functions—a program that in its con- 
cern with making money easy to bor- 
row, destroys savings and the incen- 
tives to save—in the end harms both 
the veteran and the country as a whole. 


MONEY MANAGEMENT 
(From page 18) 
Reserve policies. Their advisability can 
be less easily appraised on the basis 
of current and foreseeable conditions. 
Neither Federal Reserve policy nor 
debt management can guarantee the 


stability of our economy. Both can 
help, if wisely administered. On the 
other hand, there are many other fac- 
tors which may have far greater effect 
upon economic stability—international 
developments, the actions of consum- 
ers, budgetary policies, labor policies, 
agricultural policies, and the like. 
We should be careful, therefore, to 
avoid relying on monetary policies 
too heavily. Similarly, we should re- 
frain from assigning to these policies 
either too much credit for their con- 
tribution to stability or too much 
blame for causing instability. 

Circumstances have conspired to 
place monetary management once 
again on trial at the bar of public 
opinion. It is important for the fu- 
ture of America that this trial should 
be fairly judged. 

As condensed from Mr. Adams’ 
address at the Trust Conference of 
the Connecticut Bankers Association. 


LET’S HARNESS THE ATOM 
(From page 31) 

We need atomic power so that we 
may help our friends in the world 
who are in need of new sources of 
power. I have particularly in mind 
those who have been and are supply- 
ing us with the uranium with which 
we are feeding our weapons program. 

We need atomic power because no 
one really knows the enormous im- 
pact this new source of energy may 
have on our economy and our mode 
of life. Some people asked Henry 
Ford, “Why do we need the automo- 
bile when we can get where we're 
going quicker on a horse?” Right 
now our objective is to advance our 
atomic power technology to the point 
where it can compete with the 
“horse”—that is, coal, gas and oil. 
But that is just the beginning. 
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